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SENATE—Thursday, May 9, 1991

The Senate met at 10:15 a.m., on the
expiration of the recess, and was called
to order by the Honorable DANIEL K.
AKAKA, a Senator from the State of Ha-
wadii.

The PRESIDING OFFICER. The
prayer will be offered by the guest
chaplain, Rev. Dr. Abraham Akaka,
pastor emeritus of Kawaiahao Church,
Honolulu, HI.

My brother.

PRAYER

The guest chaplain, the Reverend
Abraham Akaka, pastor emeritus of
the Kawaiahao Church, Honolulu, HI,
offered the following prayer:

Let us pray:

God has made of many national and
ethnic, political and economic, reli-
gious and social diversities, but of one
blood—all His children to dwell on the
face of one Earth. Almighty God, our
Father, as our ancient Hawaiian ances-
tors found new islands of life and order,
sailing their brave voyaging canoes
even in the face of deadly storms, by
making and maintaining connection
with their right guiding star, so let it
be with our beloved Nation and with all
peoples of our planet.

Bless our President, our Senate, and
House, all who bear authority in gov-
ernment, nationally and locally, that
by following the starlight of Your
truth, justice, and love, we may help
our Nation and all nations gain our
right bearings with Thee.

Let no one play games with the light
of Your truth and justice—and thus
place our canoe in harm’s way. Help us
lead our Nation and all nations in turn-
ing clenched fists into open hands of
friendship and family, in finding to-
gether the best ways for sailing our
common canoe surely and safely to our
promised new space island.

Let our connection with thy light
turn MC2—massive cremation squared,
into CM>—creative mutuality squared,
that we and all mankind may become
one winning crew—sailing our space
canoe faithfully with Thee to our New
World Order.

In the name of Jesus Christ, our
Lord—Adonai Elohaynu Adonai
Echod—for the Lord our God is one
Lord. Amen.

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr. BYRD].

(Legislative day of Thursday, April 25, 1991)

The assistant legislative clerk read

the following letter:
U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, May 9, 1991.
To the Senate:

Under the provisions of Rule I, section 3, of
the Standing Rules of the Senate, I hereby
appoint the Honorable DANIEL AKAKA, a Sen-
ator from the State of Hawalil, to perform
the duties of the Chair.

ROBERT C. BYRD,
President pro tempore.

Mr. AKAKA thereupon assumed the
chair as Acting President pro tempore.

RECOGNITION OF THE MAJORITY
LEADER

The ACTING PRESIDENT pro tem-
pore. The majority leader is recog-
nized.

Mr. MITCHELL. Mr. President, I ask
the Senate to pause for a moment and
note a rare and inspiring event which
has just occurred when the prayer was
read by the Reverend Akaka, brother
of Senator AKAKA, now the Presiding
Officer, and a Member of the U.S. Sen-
ate from Hawaii.

The people of Hawaii and the Akaka
family can take justifiable pride in the
service of two sons to the people of
their State in two different but honor-
able ways.

The Reverend Akaka serves the spir-
itual needs of the people of Hawaii.
Senator AKAKA serves with great dis-
tinction the material needs of the peo-
ple of Hawaii.

We are honored to have Senator
AKAKA as a valued and beloved Member
of this body, and we are very pleased
and honored to welcome his brother
today and thank him for his very fine
prayer.

The PRESIDING OFFICER (Mr.
BINGAMAN). The Senator from Hawaii is
recognized.

THE REVEREND DR. ABRAHAM
. AKAKA, GUEST CHAPLAIN

Mr. AKAKA. Mr. President, I thank
the leader for his generous remarks,
and I appreciate his remarks, because
our relationship in our family is very
close.

It is indeed a signal honor and a
privilege for me to be permitted by the
U.S. Senate to convene this honorable
body today as its Acting President pro
tempore, and a genuine personal pleas-
ure to introduce my brother, the Rev-
erend Dr. Abraham K. Akaka, to give
the opening prayer.

Brother Abe, as our family knows
him; or “kahu,” meaning ‘‘shepherd”
in Hawaiian, as many in our commu-
nity in Hawaii know him, was born in
Honolulu 74 years ago. He began his
service to the Lord and our people after
graduating from the Chicago Theo-
logical Seminary of the University of
Chicago, with a bachelor of divinity de-
gree.

He was the pastor of our Kawaiahao
Church, the mother church of Hawaii,
for 28 years. With brotherly love and
family pride, I think I can fairly say
that Brother Abe was Kawaiahao
Church, and Kawaiahao Church was
Brother Abe. He dedicated his life to
serving our church and its parishioners
and the greater Hawaii, and forgive me
for my brotherly pride, but the church
will not be the same again without
him. In 1964, he lobbied here in Wash-
ington, DC, for the Civil Rights Act,
was the first chairman of the civil
rights commission for the State of Ha-
waii, and sent leis that were worn by
Rev. Dr. Martin Luther King and his
supporters in the Selma, AL, march.
He began to organize the Congress of
Hawaiian People, Friends of Kameha-
meha Schools, and Council of Hawaiian
Organizations. He served as regent of
the University of Hawaii.

Among the honors bestowed on my
brother are honorary doctoral degrees
from the Chicago Theological Semi-
nary of the University of Chicago, the
University of Hawaii, Illinois Wesleyan
University, the University of the Pa-
cific in Stockton, CA, and Salem Col-
lege in West Virginia. He served as the
chaplain in our territorial senate, and
subsequently, our State senate. He
gave our statehood sermon on May 13,
1959, and inspired our Hawaii State
Legislature to name our State, ‘‘the
Aloha State.’ Following Henry J. Kai-
ser, he received the Hawaii Salesman
of the Year Award in 1952.

Brother Abe has been most ably as-
sisted in his calling by his bride of 47
years, Mary Louise Jeffrey Akaka.
They share their love with five chil-
dren and seven grandchildren.

In retirement, Kahu continues to
serve through the Akaka Foundation.

I yield back my time. .

RECOGNITION OF THE MAJORITY
LEADER
The PRESIDENT pro tempore. The
majority leader is recognized.

® This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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THE SCHEDULE

Mr. MITCHELL. Mr. President, at
10:30 a.m. the newly appointed Senator
from Pennsylvania, HARRIS WOFFORD,
will be sworn in, and I encourage as
many Senators as possible to be
present at the time of his swearing-in
ceremony.

There will then be a period for morn-
ing business to extend until 11 a.m.
during which Senators will be per-
mitted to speak for up to 5 minutes
each. At 11 a.m. today the Senate will
resume consideration of S. 429, the re-
tail price maintenance bill.

Under the unanimous-consent agree-
ment governing this bill, Senator
THURMOND is to be recognized to offer
an amendment to the pending Brown
substitute amendment, and Senator
METZENBAUM may offer an amendment
to the Thurmond amendment.

Based upon my discussion last
evening, both privately and here on the
Senate floor, with the distinguished
Republican leader and Senator THUR-
MOND, it is my hope and expectation
that we will be able to complete action
on this bill during the day today.

MORNING BUSINESS

Mr. MITCHELL. Mr. President, it is
my understanding that under the pre-
vious order the period for morning
business will commence now.

I note there are only a few minutes.
I note the presence of the Senator from
New Mexico on the floor. If he would
like to address the Senate for a period
between now and 10:30, that will be
agreeable, but he should be aware that
at 10:30 we are going to proceed to the
swearing in of the newly appointed
Senator WOFFORD.

The PRESIDENT pro tempore. The
Senator from New Mexico is recognized
for not to exceed 5 minutes.

Mr. BINGAMAN. I thank the Chair.

(The remarks of Mr. BINGAMAN per-
taining to the introduction of S. 1018
are located in today’'s RECORD under
‘‘Statements on Introduced Bills and
Joint Resolutions.”)

SENATOR FROM PENNSYLVANIA

Mr. MITCHELL. Mr. President, I be-
lieve the newly appointed Senator
WOFFORD is present and ready for the
swearing in ceremony, accompanied by
the distinguished Governor of Penn-
sylvania, Robert Casey, and the distin-
guished now senior Senator from Penn-
sylvania [Mr. SPECTER].

The PRESIDENT pro tempore. The
Chair lays before the Senate the cer-
tificate of appointment of the Honor-
able HARRIS WOFFORD, as a Senator
from the Commonwealth of Pennsylva-
nia.

Without objection, it will be placed
on file, and the certificate of appoint-
ment will be deemed to have been read.
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The certificate of appointment is as

follows:
COMMONWEALTH OF PENNSYLVANIA,
GOVERNOR'S OFFICE
To the President of the Senate of the United
States:

This is to certify that, pursuant to the
power vested in me by the Constitution of
the United States and of the laws of the
Commonwealth of Pennsylvania, I, Robert P.
Casey, the Governor of said Commonwealth,
do hereby appoint Harris Wofford a Senator
from said Commonwealth to represent said
Commonwealth in the Senate of the United
States until the vacancy therein, caused by
the death of H. John Heinz III, is filled by
election as provided by law.

Witness: His excellency our Governor Rob-
ert P. Casey, and our seal hereto affixed at
Harrisburg, Pennsylvania this eighth day of
May, in the year of our Lord one thousand
nine hundred and ninety-one and of the Com-
monwealth the two hundred and fifteenth.

ROBERT P. CASEY,
Governor.

By the Governor:

CHRISTOPHER A. LEWIS,
Secretary of the Commonwealth.

The PRESIDENT pro tempore. If the
Senator designate will present himself
at the desk, the Chair will adminster
the oath of office as required by the
Constitution and prescribed by law.

Mr. WorFFORD, of Pennsylvania, es-
corted by Mr. SPECTER and Gov. Robert
Casey, of Pennsylvania, advanced to
the desk of the Vice President; the
oath prescribed by law was adminis-
tered to him by the President pro tem-
pore; and he subscribed to the oath in
the official Oath Book.

[Applause, Senators rising.]

CONGRATULATIONS TO SENATOR
WOFFORD

Mr. MITCHELL. Mr. President, it is a
special pleasure for me to congratulate
our newest colleague, Senator HARRIS
WoFFORD, of Pennsylvania on the occa-
sion of this taking the oath of office.

Under the Senate rules of precedence,
Senator WOFFORD will be our most jun-
ior Member. He is now 100th in senior-
ity. Having found myself in exactly
that same situation almost exactly 11
years ago this week, I concluded then
that it is better to be last in prece-
dence in the U.S. Senate than first in
precedence in most other institutions.

I no longer need this particular con-
solation, so I offer it to Senator
WoOFFORD in the hopes of standing him
in good stead.

Mr. President, Senate rules of prece-
dence cannot and do not overwhelm the
experience and credentials every Sen-
ator brings to this institution.

In our newest Member, we have a col-
league with years of experience of pub-
lic service behind him. Senator
WorrORD has served in the executive
branch of the U.S. Government under
both Presidents Eisenhower and Ken-
nedy.

But it is his commitment to the
working families and communities of
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Pennsylvania as secretary of labor for
that State which makes him a particu-
larly valuable addition to the Senate
today.

The importance of maintaining and
enhancing the competitiveness of
American workers in a swiftly chang-
ing technological world cannot be over-
stated. The quality of life and the
standard of living that our children
will inherit depend on the work that is
done in this generation to put into
place the training and infrastructure
essential to a strong work force.

As secretary of labor, HARRIS
WOFFORD has devoted himself to that
task wtih energy and imagination. His
will be a crucial voice in helping shape
national policy to ensure all our work-
ing families in America have the kind
of future we want them to have.

HARRIS WOFFORD's career has been
marked by an ability to develop ideas
that work for their own time and long
after.

His contributions to two of the major
concepts of the postwar years deserves
wide recognition. Senator WOFFORD
was one of the members of the New
Frontier who had the foresight and
skill to think past the immediate mili-
tary confrontation of the cold war pe-
riod to the evolving international order
that faces us all today.

He understood that armed confronta-
tion with tyrannies and dictatorships
was a necessary but not a sufficient
guarantee of future American security.
He knew the world would never be safe
for American interests so long as it
was hostile to American ideals.

And in his work in developing the
Peace Corps, one of the major success
stories of postwar American diplo-
macy, HARRIS WOFFORD gave our Na-
tion one of its first and most potent
tools for spreading and sharing that
which is good in our Nation with the
people of the world.

It is a legacy that has served our Na-
tion well, under Presidents of both po-
litical parties, and its continuing suc-
cess in the current dramatically
changed international climate is testi-
mony to the fact that a sound idea
based on sound principles is never out-
dated.

His other major contribution was in
his early recognition that in our Na-
tion's domestic life, racial divisions
and inequality before the law were ma-
lignancies that this society cannot en-
dure.

He brings a welcome and needed addi-
tional perspective to this institution at
a time when race relations in our coun-
try are strained and increasingly tense.

The people of Pennsylvania could not
have wished for a more effective and
energetic representative of their inter-
ests in this Chamber. I know him per-
sonally. I value his opinion highly, and
I look forward to working closely with
Senator WOFFORD in the future.
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I invite all of my colleagues to join
in welcoming our newest Senator to
the U.S. Senate.

[Applause, Senator rising.]

Mr. DOLE addressed the Chair.

The PRESIDENT pro tempore. The
Republican leader is recognized.

CONGRATULATIONS AND WELCOME
TO SENATOR WOFFORD

Mr. DOLE. Mr. President, let me also
extend my congratulations and my
welcome to our newest colleague, Sen-
ator WorFFoRD. He will be taking the
place of our late friend and colleague,
Senator John Heinz, who was dedi-
cated, hard working, always looking
out for the interests of Pennsylvania
and, I know, a friend of the now Sen-
ator WOFFORD.

So we welcome you to this Chamber
and to this body. Members on each side
of the aisle will certainly want to be
helpful to you, particularly on this side
of the aisle, for the next few months
and then we will see what happens be-
vond that time.

[Laughter.]

Mr. DOLE. In any event, welcome,
congratulations, we look forward to
working with you.

The PRESIDENT pro tempore. The
Senator from Pennsylvania.

WELCOMING OUR NEW COLLEAGUE

Mr. SPECTER. I thank the Chair.

Mr. President, I join in welcoming
our new colleague, Senator WOFFORD,
to the Chamber of the U.S. Senate. He
has had a very distinguished career as
a practicing lawyer, as a law professor,
and as president of Bryn Mawr College
in Pennsylvania. He comes to this posi-
tion after having served with distinc-
tion in Governor Casey’s cabinet as
secretary of labor and industry in
Pennsylvania. He succeeds a great Sen-
ator with the departure through tragic
death of our colleague, Senator John
Heinz, who we will very sorely miss.

But it is a new day. I look forward to
working cooperatively with SENATOR
WoOFFORD to promote the interests of
the Commonwealth of Pennsylvania. I
would also like to add, Mr. President, a
special welcome to Governor Casey,
who is in the Chamber today. He has
positioned himself squarely between
the two aisles.

As we noted earlier today, if Gov-
ernor Casey could maintain the posi-
tion, Mr. President, squarely between
the two aisles, I would move to add a
third Pennsylvania Senator, at least
for a period of time. But, since I know
that is beyond quite a number of the
rules of human nature, as well as the
rules of the Senate, I will simply wel-
come the Governor to our Chamber
today, and again state my interest to
work on a very cooperative basis with
our new colleague for the welfare of
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Pennsylvania and the United States. I
thank the Chair.

Several Senators addressed
Chair.

The PRESIDENT pro tempore. The
Senator from California [Mr. CRAN-
STON].

the

WELCOME, HARRIS WOFFORD, TO
THE SENATE

Mr. CRANSTON. Mr. President, I am
delighted, in fact I am thrilled, to wel-
come HARRIS WOFFORD to the U.S. Sen-
ate. I have known HARRIS for over 40
years. We met when he was a young
student leader nationally, with efforts
to strengthen the United Nations and
to work for world peace. In addition to
all the other strengths that he will
bring to our body I know he will be a
powerful, thoughtful voice and mind
working for peace and for a better life
for all the people of our country.

I want to congratulate Governor
Casey for making a superb appoint-
ment. I do not think there could be a
more gualified person to join us in the
Senate, and I look forward to working
with you, HARRIS, in the days to come.

The PRESIDENT pro tempore. The
Senator from Massachusetts is recog-
nized.

WELCOMING HARRIS WOFFORD TO
THE SENATE

Mr. KENNEDY. Mr. President, I join
in welcoming HARRIS WOFFORD to the
Senate as the new Senator from Penn-
sylvania. Governor Casey has made an
excellent choice. I have known Senator
WorroRD for 30 years, and he is one of
the most outstanding and most dedi-
cated public servants I have ever met.
He was one of President Kennedy’s
most valued advisers in the New Fron-
tier. He was one of the key architects
of the Peace Corps, and of the Office of
Economic Opportunity as well.

Most recently, in the last Congress,
he gave impressive counsel to the Sen-
ate Labor Committee and to many oth-
ers in the Senate in our effort to de-
velop the Bipartisan National and
Community Service Act, which was
signed into law last year by President
Bush, and which we hope will encour-
age young Americans of all ages to be-
come involved more effectively in com-
munity service.

Senator WOFFORD comes to the Sen-
ate with an extraordinary understand-
ing of the great challenges facing this
country, and also with a thoughtful
and well-developed vision of the kind of
country America ought to be.

I look forward to working with him
in the Senate in the next few months—
and for many years to come.

The PRESIDENT pro tempore. The
Senator from Delaware is recognized.
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WELCOME, HARRIS WOFFORD

Mr. BIDEN. Mr. President, I have not
known Senator HARRIS WOFFORD as
long as others, but it has been 20 years.
And we have worked together on many,
many projects. Rather than repeat all
that has been said about his obvious
qualifications, his background, his in-
terests, I would like to just point out
one other feature about him.

First, I compliment Governor Casey,
an old friend from the town from which
I hail, a man I have known for many,
many years, and have an inordinate
amount of respect for. He picked a man
to fill the shoes of a fine, honorable
Senator who has passed away. He
picked a man with impeccable integ-
rity. This man is a man who has never
shied away from what he believes, and
saying what he believes. And he has
never at any time in the 20 years that
I have known him been reluctant to
stand up, notwithstanding the fact that
on occasion the winds were blowing the
other way, and stand for principle.

He did it as the president of Bryn
Mawr College, one of the finest colleges
in the United States of America. He did
it, up until a moment ago, in his capac-
ity in the State of Pennsylvania. And
he has done it as a personal adviser.
And he has done it as a citizen of the
State of Pennsylvania.

I can think of no one I have encoun-
tered in public life who, in fact, is more
a man of principle and integrity than
the new Senator from the State of
Pennsylvania. And I can assure him
that being 100th in the Senate passes.
It is one of the few things, as he stays
here, that he will easily overcome. It is
the only thing we can assure him that
he will overcome.

And I hope that, unlike the Senator
from Maine who probably got a decent
office when he came as number 100, he
does not get the kind of office the Sen-
ator from Delaware got when he got
here.

I will give him one little bit of con-
solation. There are certain criteria for
determining who is the most junior
person in the Senate. When I arrived
here I was informed by then the Sec-
retary of the Senate, Joe Stewart, and
then the majority leader, Senator
Mansfield, that, although they did not
know—the only man who would truly
know the answer to this, and I have
never inquired of him and I have never
taken the time myself, is the Presiding
Officer who, as the saying goes, has for-
gotten more about the Senate than any
living man knows about the Senate—
but I was told somewhat jokingly and
then as I explored it it seemed that it
was true that I was almost the most
junior person ever to come to the Sen-
ate.

As you know, HARRIS, had you not
been appointed now, when you are
elected, and I sincerely hope that will
be the case, in November, seniority is
determined not only by when you come
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to the Senate. If it is close and you
come with other people, as in the year
I came, they determine what office you
held prior to being here; they then de-
termine the size of your State and pop-
ulation of your State; and they lit-
erally move down at some point, if it is
close, to your age. Having been a 29-
year-old Senator from the fifth small-
est State in the Union and having held
only office on the county council, I was
given a garret office that no one knew
existed.

So I want you to know I am sure,
notwithstanding the fact you are num-
ber 100, you will be put in a position
that has closer access to the floor. And,
as a Senator from Maine will tell you,
there is no telling what you can do in
11 years. Look what has happened to
him. He now has 47 offices. That is a
joke.

But, HARRIS, welcome. Your integ-
rity, your principles and your absolute,
unwavering commitment to public
service will serve not only you well
here but serve the Nation well.

I am delighted you are here, and
again compliment Governor Casey for
his fine appointment.

The PRESIDENT pro tempore. The
Senator from Connecticut [Mr. DoDD].

WELCOMING HARRIS WOFFORD

Mr. DODD. Mr. President, I want to
join my colleagues in welcoming a
good friend to the Senate. This body
has suffered a great deal from the loss
of John Heinz. In many ways, Mr.
President, John is irreplaceable. Cer-
tainly irreplaceable to me as a friend, a
colleague, and a person with whom I
worked on various matters. But in re-
placing him, Governor Casey has cho-
sen well. A former colleague of ours
once said that the Senate is a place
where people of reputation ought to
come. Not where you come to make a
reputation.

Senator WOFFORD, this morning, is
joining a body where he brings a rep-
utation. We need more of that, in my
view, in public life.

Governor, you have chosen well by
selecting this man. I am particularly
pleased, because in many ways Senator
WOFFORD is responsible for my entry to
public life in that he was one of the ar-
chitects of the Peace Corps. As one of
those early volunteers over 25 years
ago it was the seminal event, outside of
my own familial experience, that has
caused me to enter public life.

His background and experience, his
knowledge, his caring for his State and
his Nation I think is going to serve this
body well and serve the State of Penn-
sylvania well. So I compliment the
Governor and I welcome him.

The PRESIDENT pro tempore. The
Senator from Illinois [Mr. SIMON].
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WELCOME TO HARRIS WOFFORD

Mr. SIMON. Mr. President, I join my
colleagues in welcoming HARRIS
WoFFORD. I join my colleagues in wel-
coming Governor Casey on this excel-
lent appointment.

I was a green, very green State legis-
lator 28 years old when Martin Luther
King asked me to speak in Montgom-
ery, AL, for the second anniversary of
the bus boycott. When I got down to
Montgomery, AL, I met a fellow named
HARRIS WOFFORD down there.

I have known and followed HARRIS
WoFFORD through the years. Whether it
is civil rights, or education, or stand-
ing up for working men and women, he
is the kind of person that we in this
Chamber can be very proud to be asso-
ciated with.

I would add one other thing, Mr.
President, because no one understands
the traditions of this body more than
the Presiding Officer. HARRIS WOFFORD
is going to mesh well in the U.S. Sen-
ate. He is going to be a Senator that all
of us will look to with pride.

It is an honor to have you here with
us, HARRIS WOFFORD.

The PRESIDENT pro tempore. The
Senator from Colorado [Mr. WIRTH] is
recognized.

WELCOMING AN OLD FRIEND

Mr. WIRTH. Mr. President, I want to
join my colleagues in welcoming an old
friend, HARRIS WOFFORD, to fill this
very important slot.

The distinguished Senator from Dela-
ware spoke of principle and integrity. I
would like to add a couple of other
words that I think of in describing
HARRIS WOFFORD: Idealism and com-
mitment, two characteristics that too
often get lost in the maelstrom of this
institution.

The distinguished Presiding Officer
has talked about the soul of the Sen-
ate, and there is a soul here that refers
to our need to be looking ahead for fu-
ture generations at themes in this
country and goals in this country of
enormous impact. When I think of
HARRIS WOFFORD, I think of education,
his wonderful commitment and job as
president of two very distinguished in-
stitutions, his concern about competi-
tiveness in our changing world, a job
that he had in the State of Pennsylva-
nia and conducted so well; finally, his
overall view of the world and the globe,
how it is changing, our definitions of
national security is changing from the
wonderful idea of the Peace Corps 30
years ago to our new sense of national
security, the environment, a world
that is not going to be defined, we
hope, in the future by armed confronta-
tion.

Mr. President, I am very pleased to
welcome Senator WOFFORD whom I
have known for a long time. The distin-
guished new junior Senator from Penn-
sylvania may not remember that in the
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spring of 1961, when the Peace Corps
was attempting to have Peace Corps
service be an alternative for military
service, I was at that point the guinea
pig and I was going to be in Peace
Corps I going to Africa and came to
Washington and spent a good deal of
time with HARRIS WOFFORD and others
trying to convince my draft board in
Jefferson County, CO—Mrs. Swanson, I
remember her very well—that Peace
Corps service would be something for
which I would not be drafted.

I think that is the only thing you
failed at was making the Peace Corps
an alternative which we attempted to
do at that point.

I went on to have a very interesting
and good time in the military. It was
good for me, and I hope good for the
country. That was where I first met
Senator WOFFORD, known him since
and been a great admirer. It is that
idealism and commitment, Mr. Presi-
dent. We look forward to it and I tell
my colleagues we need it as well.
Thank you very much.

The PRESIDENT pro tempore. The
Senator from Vermont [Mr. LEAHY].

OUR NEWEST COLLEAGUE

Mr. LEAHY. Mr. President, I do not
want to prolong this further, but we
have been talking about the newest
colleague being No. 100 in the Senate. I
recall coming here as No. 99, I tell my
friend from Pennsylvania. The reason I
was 99 is that we only had 99 Senators
at that time. It was January 1975.
There had been a virtual tie in my
neighboring State of New Hampshire
and nobody was seated. Had there been
somebody seated from New Hampshire,
I would have been No. 100. I survived
this.

There are advantages and disadvan-
tages. At the time when I came, I ex-
plained to my friend, I knew the first
thing that should be changed in the
U.S. Senate was the seniority system,
giving chairmanships and other posi-
tions to more senior Members. But
having studied it for 17 years, I now un-
derstand it far better and realize what
an admirable system it is. So I hope
my friend will have at least as much
time to study this as I have.

Certainly, you bring to the Senate a
wealth of experience in the private sec-
tor, the academic sector and in the ex-
ecutive branch of Government. You are
one who has the kind of experience
that we need here in the Senate—a
broad, diverse background—and one
that touches on the most important is-
sues that we will face here.

I commend the distinguished Gov-
ernor of Pennsylvania, Governor Casey,
for making this appointment. He has
shown a respect for this great institu-
tion by seeking a person that all of us
acknowledge is extremely well quali-
fied to serve here.
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I commend the Governor for doing
that.

I commend you. I think it honors the
U.S. Senate having you here. I am de-
lighted to see you here.

Mr. WELLSTONE addressed
Chair.

The PRESIDENT pro tempore. The
Senator from Minnesota.

the

————

HONORING SENATOR WOFFORD

Mr. WELLSTONE. Mr. President, I
wish to, first of all, commend the Gov-
ernor for his excellent appointment.

I say to Senator WOFFORD that I am
really feeling good about my rise in se-
niority here in the Senate. That is not
the only reason that I am so pleased
you are here. I had found especially for
the campaign I was involved in that all
too many people in our country are
very disconnected from politics, really
do not believe in it, do not see the kind
of goodness that I think there can be.

Given your very distinguished career
in public service and your highly devel-
oped” sense of public service, I think
you bring so much to the Senate. I
really look foward to working with
you, and I am so pleased to be a part of
honoring you here today.

Mr. WOFFORD addressed the Chair.

The PRESIDENT pro tempore. Will
the Senate please be in order?

The 1,799th Senator to have given
service to the U.S. Senate from its be-
ginning in 1789, the junior Senator
from Pennsylvania [Mr. WOFFORD] is
recognized.

THANKS TO EVERYONE

Mr. WOFFORD. Mr. President, I want
to thank everyone for giving me the
kind of unusual experience that I am
told you only have if you were there to
hear your funeral. I now have a feel of
what I would hope might be said then,
and I thank all my friends here. My
Minnesota wife salutes the Senator
who has gained in seniority, the Sen-
ator from Minnesota [Mr. WELLSTONE].

Second, I would like to assure the
Members of the other side of the aisle
who do not know me as well, that in
Pennsylvania I was teased for having
more friends in the Republican Caucus
of the Senate than in the Democratic
Caucus, though I hope that is not nec-
essarily true.

Third, looking up at “E Pluribus
Unum,” I realize that which is the
central slogan for our country and for
this body in a way is the central
thought I have had in public service
and hope to do—one out of many—and
I look forward to that in this great
body.

Thank you.

Mr. MITCHELL addressed the Chair.

The PRESIDENT pro tempore. The
majority leader.
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ORDER OF PROCEDURE

Mr. MITCHELL. Mr. President, under
the previous order, the period for
morning business will conclude at 11. I
want to inquire if there are any Sen-
ators who wish to speak as in morning
business. If so, I will extend the time to
permit them to do so because the
morning business period has been used
for the purpose of welcoming Senator
WOFFORD.

I see no Senator seeking recognition.
Therefore, Mr. President, I suggest the
absence of a quorum.

The PRESIDENT pro tempore. The
absence of a quorum having been sug-
gested, the clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
SHELBY). Without objection, it is so or-
dered.

TRIBUTE TO MR. PERRY HUBBARD

Mr. HEFLIN. Mr. President, I rise
today to pay tribute to an outstanding
Alabamian, a truly great lawyer, and a
wonderful professor, Perry Hubbard of
Tuscaloosa, AL, who recently passed
away.

Perry was born in Tarrant, AL, in
1921. He attended the Univesity of Ala-
bama at Tuscaloosa. Upon completion
of his bachelor of science degree in
commerce and business administra-
tion, he enrolled in the University of
Alabama School of Law where his
scholarship was recognized by selection
to the forerunner of the Order of the
Coif, then known as the Farrah Order
of Jurisprudence.

As a young lawyer he became associ-
ated with one of the truly outstanding
law firms of Alabama—Lemaistre,
Clement Gewin. This law firm produced
a Federal fifth circuit court of appeals
judge and a comptroller of the cur-
rency. Perry soon was recognized as
one of the outstanding practitioners in
the State, a reputation that continued
throughout his career. He was a law-
yer's lawyer, and many lawyers all
over the State turned to him for coun-
sel and association. His successes in
the courtroom earned him recognition
as a fellow of the American College of
Trial Lawyers.

His attainments as an attorney and
his scholarship attracted the attention
of the law school of the University of
Alabama where he was asked to be an
adjunct professor. He taught at the law
school for over 40 years and brought an
unusual insight to law students, as
many learned from him the nuts and
bolts of the practical tools of a law
practice. He is remembered by his stu-
dents for his toughness and demanding
expectations. Students came away
from his classes with a feel of what it’s
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like to be a practicing, hands-on attor-
ney.

Due to his vast knowledge of the law,
Perry was asked to be a member of the
advisory committee on appellate rules
for both the fifth circuit court of ap-
peals and the Alabama Supreme Court,
where I had the honor and privilege to
work with him. He was also a member
of the Commerce Executives Club at
the University of Alabama, and was a
recipient of the university's Tutwiler
Award for outstanding service to the
university and to the State. He was
also very active in his church and the
YMCA, where he served several posi-
tions of leadership.

Perry will be missed dearly by his
wife, his children, Perry Jr., Carolyn,
Kathryn, and Edward, as well as his
friends, and his students. The State of
Alabama is a better place because of
the generous contributions Perry Hub-
bard made to his fellow persons.

TRIBUTE TO DR. JAMES MARTIN

Mr. HEFLIN. Mr. President, I rise
today to pay tribute to Dr. James E.
Martin, the outgoing president of Au-
burn University. Dr. Martin will be
leaving Auburn in September 1992,
after 8% years of truly dedicated serv-
ice.

Dr. Martin's tenure at Auburn is one
described as progress. Upon arrival, he
set lofty goals for his administration,
and as he leaves, I am happy to report
that the university is moving rapidly
toward achieving all of them. These
goals include strengthening of Au-
burn's academic programs and organi-
zational structure, improved library
and physical facilities, increased re-
search activity, new programs for fac-
ulty support and development, in-
creased quality of students and im-
proved scholarship support, and in-
creased private giving.

Dr. Martin was born in Vinemont,
AL, on June 22, 1932. He was reared in
Greensboro and graduated from
Greensboro High School in 1950. He at-
tended Auburn on a 4-year basketball
scholarship, earning his Bachelor of
Science degree in agricultural adminis-
tration in 1954. It was at Auburn that
he met his lovely wife, Ann Freeman of
Birmingham. He went on to earn his
Masters in agricultural economics at
North Carolina State University in
1956, and his Doctorate of Philosophy
in agricultural economics from Iowa
State University in 1962.

Dr. Martin came to Auburn in early
1984 after serving as president of the
University of Arkansas system for 4
years. He has been instrumental in cre-
ating programs to boost Auburn's aca-
demic quality. He championed the
State legislature’'s approval in 1985 of
the Eminent Scholars Program in
which the State provides further fund-
ing to public universities that can raise
private funds for endowed profes-
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sionships for top faculty. He has also
established a recruiting program for
academically talented students and has
worked to increase academic scholar-
ship support. The results include Au-
burn’s ACT being 5 points higher than
national and State averages.

Dr. Martin placed emphasis on pri-
vate support in achieving excellence.
Auburn was able to reap over $110 mil-
lion in gifts and commitments during
the Auburn Generations Fund, the
most successful private fund drive in
university history. With this type of
funding, Dr. Martin was able to signifi-
cantly improve the university’s library
through a major renovation and expan-
sion project, and to enable Auburn to
move toward membership in the Asso-
ciation of Research Libraries.

Dr. Martin’s tenure has also provided
rapid progress in Auburn becoming a
research institution. Such research
centers as the Space Power Institute
and the National Center for Asphalt
Technology have taken their place
alongside such nationally prominent
research facilities as the Alabama Ag-
ricultural Experiment Station and the
veterinary medicine’s renowned Scott-
Richty Center.

Dr. Martin provides leadership not
only to Auburn, but to higher edu-
cation in general. He recently com-
pleted a 2-year term as president of the
Southeastern Conference and currently
serves as Alabama's representative on
the executive committee of the South-
ern Regional Education Board. He is
president of the Association of Ala-
bama College Administrators and is ac-
tive in promoting equitable higher edu-
cation funding in Alabama.

The progress is continuing, as dem-
onstrated by the new core curriculum,
which will take effect next fall and is
already causing high schools to im-
prove their instructional programs to
meet the new, higher standards.

The growth and improvements at Au-
burn University during the past 7 years
have helped the university become
more responsive to the needs of Ala-
bamians while improving the quality of
education. Through his work on behalf
of Auburn University, Dr. Martin has
helped to position Auburn to be a
major player in Alabama’s attempts to
make dramatic economic improve-
ments in the years to come. Dr. Mar-
tin, I want to thank you for all of your
hard work and wish you well in future
endeavors.

TRIBUTE TO CONGRESSMAN
NATCHER

Mr. McCONNELL. Mr. President, I
rise today to recognize Congressman
WiLLiaM H. NATCHER of Kentucky's
Second Congressional District.

Born in 1909 and raised in the city of
Bowling Green, KY, Representative
NATCHER has established himself as a
respected and formidable statesman in
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the U.S. House of Representatives
through a gentlemanly manner and
fierce committment to his people.

““He reminds you of the world that
once was, in which politics happens in
your district and governing happens in
Washington,”” Republican firebrand
NEWT GINGRICH of Georgia once said of
NATCHER.

As if to underscore this admiration,
Minnesota Democrat TIMOTHY J.
PENNY, an adversary of the Kentuckian
on spending questions, said “Natcher is
so highly regarded that people feel
hesitant to vote against his bill or even
change the bill for that matter.”

Nearly as important to NATCHER as
his perfect voting record is his persist-
ent refusal to accept campaign con-
tributions. The small political bills he
incurs, seldom more than §5,000 per
election, he pays himself.

“‘Some people are spending $1 million
on House races,”” NATCHER once la-
mented. “That’s wrong. It's morally
wrong. I don’t believe they can really
represent. their people if they are tak-
ing money from these groups—political
action committees.”

No matter who challenges him,
NATCHER campaigns in his same old-
fashioned manner. He shuns media
events, reporters and other campaign
trappings, preferring to drive through
the district unaccompanied, stopping
to chat with people in courthouses and
Main Street stores, delivering a simple
message: “‘I'm Bill Natcher, up there in
Washington trying to do a good job for
you."”

Mr. President, Congressman NATCHER
is not only doing a good job for his peo-
ple, but for all of us.

At this time I would ask unanimous
consent that the April 17, 1991, Wash-
ington Post piece on the Congressman
be inserted in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Apr. 17,1991]
CONGRESSMAN NATCHER, PRESENT ON ALL
COUNTS
(By Lois Romano)

In a world of excesses, he is a man of
unheralded self-restraint. In a congressional
atmosphere of frenetic fund-raising, surplus
staff and haphazard attention to substance,
he is a paradigm of order and control.

There is no one left on the Hill like him:
“When I first got here 37 years ago, 1 was
number 435 out of 435, says Congressman
William Natcher. *'I looked around the House
floor and thought, ‘None of you are ever
going to die and none of you are ever going
to retire.’ Now, here I sit.”

Where the gentleman from Kentucky sits
is fourth from the top in the House of Rep-
resentatives—in terms of both age and se-
niority. At 81, he is one of the most powerful
members of Congress as evidenced by the
$200 billion purse he controls as chairman of
the labor, health and human services and
education subcommittee of the House Appro-
priations Committee.

He is a throwback to a time when seniority
meant something, when a campaign could be
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paid for with a Texaco credit card, and roll
calls weren't parliamentary weapons used to
keep members in Washington.

That this Democratic representative has,
for nearly four decades, made a total of 16,883
votes and quorum calls, paid for every cam-
paign out of his own pocket and rarely uses
more than a third of the congressional allow-
ance provided to hire staff, is no small feat.
He is the lone member of Congress who can
boast as much.

“When I talk to new members I say to
them maybe it's better in the beginning to
miss one vote that isn't so important,” says
the member who has missed not a one. *‘I say
to them I don’t advise you to do this. When
you've been here as long as I have and never
mjsied a day or a vote, it's right around your
neck.”

He is a sweet and courtly man, who al-
though revered by his congressional col-
leagues commands little attention off the
Hill. ““He fits the part of the congressman
from the tip of his polished black shoes to
the top of his white hair,” says Vic Fazio (D-
Calif.), a member of the Appropriations Com-
mittee.

““The ultimate Southern politican,” adds
Dennis Eckart (D-Ohio). “I assure you he
knows every member's name."

‘*He's so identified with the institution and
all that's good about it,” says Mary Rose
Qakar (D-Ohio), who became the first woman
to sit on the gym committee that Natcher
chairs.

The worst that is said about the man
amounts to this: He is stubbornly practical
about getting his massive appropriations
bill—a prime target for wild-card funding
amendments—through the Congress and past
the White House. No horse trader, he. This
singlemindedness, it is said, makes him rath-
er inflexible when it comes to earmarking
new or controversial monies, such as abor-
tion funding. And predictably, he manifests
his time-earned eccentricities.

Hearings start at 10 a.m. sharp, adjourn at
noon and restart at 2 p.m. No exceptions.
“And when you're interested in a particular
project,” advises one staffer, “you better not
leave to go to the bathroom—he stops for no
one. That old man will sit there during a
mark-up in 100-degree weather in his three-
piece navy suit till 8 o'clock at night with-
out moving. And you better stay real close
to him or you'll lose whatever it is you
want.”

He has saved about 16,000 pieces of mail
sent to him over the years, and refuses to re-
linquish them to House storage rooms. They
are packaged in brown paper and piled in a
closet in his office, which he proudly shows
off. “I have 200 letters from presidents,”” he
says, as well as letters from “Tony Randall,
Lynda Carter and Bob Hope. . . . I keep the
originals.”” He also collects gravels, por-
celain bells and replicas of White House
china. His office looks like the Mount Ver-
non gift shop.

He has never cared to deal with the media,
not during his campaigns, or his years as the
controversial chairman of the District of Co-
lumbia appropriations subcommittee when
he intermittently held up Metro funding, or
through recent time when he has been
sought out for friendly stories. He agreed to
chat for this piece, but when the interview
was abruptly interrupted by—what else—a
roll call, Natcher refused to speak to the re-
porter again. “I believe we're finished,” he
said crisply when approached after a hearing.

Nonetheless, for an enlightening 15 min-
utes he shared his philosophy and thoughts
about the job he loves. There is something so
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poignant, even sad, about how this man de-
fines his life, his loves, his losses, his uni-
verse, through his perfect voting record.

He says he had not realized he was voting
at 100 percent until 1958, five years into his
tenure, when a clerk phoned him to inform
him. “Ever since then, I made up my mind
I'd see where I could take it,”" he says.

He takes no chances with his vote. He en-
ters the electronic voting card he carries in
his wallet not once, as required, but five or
six times at different stations on the House
floor. “Then I ask the floor clerk to check to
make sure it took,"” he says. "I sat there one
day and watched one of my colleagues vote—
and we sat and waited for the light to go on
[next to his name on the board] and it never
did.”

He says he has had a “‘a thousand narrow
escapes” but will only speak of one.

When his wife of 53 years passed away in
January, he says, he simply accepted the
fact that he would miss his first roll call
vote. “I just said to myself, “Well, this is
it,""" he says with resignation. “I just made
up my mind to the fact. . . .”

There was the Monday he needed to fly his
“beloved Virginia" to her final resting place
in Kentucky. There was the day of viewing
at the funeral parlor. And finally, there was
the burial itself, scheduled for a Thursday
that the House was in session. "I would have
missed five votes that day,"” he recalls with
precision.

But, he says, the days seemed to break his
way and the services were delayed because
the six grandchildren could not make it to
Kentucky in time. “But I had some help,” he
says, pointing skyward. “I guess it was just
meant for me not to miss a vote.”

“People just don’t realize how extraor-
dinarily easy it is to miss a vote," says Rep.
Tom McMillen (D-Md.), who has himself
made the effort to maintain a perfect voting
record since his 1986 election. “You can't
undervalue his accomplishment. . . . It will
never be duplicated. I've already told myself
I am not going to go crazy when I miss my
first vote."

There are other disciplines too. Natcher
still swims aggressively in the House gym
several times a week. Every day the House is
in session, he keeps a journal, which he has
locked away somewhere. Once a year he pulls
the bound books out of their sanctuary and
invites a photographer to memorialize the
occasion. There are 52 volumes now. “‘I dic-
tate and then have it typed on the finest
bond I can find," he explains. “I put it down
just like it happens every day. It takes some
doing. You have to be right well organized.”

And he writes religiously to each of his
grandchildren weekly. While all receive iden-
tical letters, he is quick to note that no one
receives a copy. I started it when they were
born—wrote to welcome them,” he says.
“And kept on going. Every week."

A staff of “five ladies"—his words—helps
him with his obsessions. ‘I don't have any
need for an administrative assistant, a press
secretary or a legislative aide,” he says flat-
ly. “We get it all done. I don't need to pay
any 18 people.”

What he does get dome with such a low
overhead is impressive. As financial puppet-
eer for some of the most popular and sen-
sitive social programs around—Job Corps,
student aid, Social Security administration,
biomedical research—he is on the minds of
many special interests. Labor groups and
universities parade before him, abortion ad-
vocates wince at his name, Members beg him
for pennies.

He listens to all, changes his mind for vir-
tually none.
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The job has enormous potential for power
brokering. That he doesn’'t take a dime of
campaign money, of course, greatly dimin-
ishes the input of lobbying groups who would
s0 like to sway him. ““They all come to see
me and I hear them out nice,” he says. “But
this is the best system. My wife—she didn't
like the way they did things up here, but she
believed you could be in politics and do it
right.”

To a certain extent, Natcher has tried to
preserve the purity of 1953, the year he came
to Washington by virtue of a special elec-
tion. To the amazement—and at times frus-
tration—of his peers, he has never been influ-
enced by the times. He believes he is re-
elected not because he Is so powerful or so
smart, but because he effectively does his
“duty.” He still runs his own reelection cam-
paign, driving himself from event to event.
He says his last campaign cost him a little
more than $6,000.

The Washington Post files on him overflow
with stories about his tight-fisted control of
the D.C. appropriations subcommittee in the
'608 and early 'T0s. He is legendary for his re-
fusal to release millions in Metro funding—
despite public pleas by President Nixon. To
Natcher, it was cut and dried: If the local
government was not upholding its end of the
bargain to improve the highways, it didn't
get the money. “It took the combined effort
of the White House and the House leadership
to get that money finally released,” recalls
Rep. Dave Obey (D-Wis.), then a junior mem-
ber of the subcommittee. “If you decide to
fight him, you'd better be prepared to pull
out all the stops. He believes you can only
have one quarterback at a time—and he’s it
on his committee.”

In recent years, liberal House Democrats
have been stymied by Natcher's refusal to
loosen restrictions for federally funded abor-
tions. (The bill’s language for the past dec-
ade permits federal funding of abortions only
if the mother’s life is in jeopardy.) Over his
reservations, the House slapped an amend-
ment onto his bill two years ago that would
have allowed abortion funding in times of
rape or incest. President Bush vetoed the
bill, and the House failed to override the
veto.

Sources say Natcher remains adamant
against introducing such funding into his
bill again. But the abortion-rights Demo-
crats still hope to persuade Natcher to give
his blessing to an extended floor debate on
the matter. ““We want an up-or-down vote on
this issue,” says one such Democrat who did
not want to be identified. “But to his prac-
tical mind, it's counterproductive to getting
his bill passed. Those of his generation sim-
ply fail to acknowledge there might be some
value in simply making a point.”

On other issues of a contemporary nature,
however, members say Natcher tries. “I've
been badgering him on [funding for] breast
cancer research,’ says Oakar, ‘‘and he's real-
ly evidenced a desire to learn about the
issue.”

Says one member of the Appropriations
Committee: “You're not going to see him
poring over the newest studies on this or
that, but he does listen. I mean, he wasn't
the last member of the Congress to realize
the importance of AIDS research funding.”

During the brief interview, Natcher alludes
to the time when he might quit the good
fight. He says the bells and china in his of-
fice would then go to his lone granddaughter.
And the gavels and other masculine memen-
tos would be given to the grandsons. He says
that upon his retirement, he would also re-
lease his prized journals,
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And the question is posed: Is he planning
to cast his last vote any time soon?

“‘Oh no, no,"” he says, quite astonished by
the question. “No plans. No plans at all.”

And then, the bell tolls once again for Bill
Natcher.

TERRY ANDERSON

Mr. MOYNIHAN. Mr. President, I rise
to inform my colleagues that today
marks the 2,245th day that Terry An-
derson has been held captive in Leb-
anon.

In 1979 and 1980, 52 Americans were
held hostage in Teheran. For 444 days
they languished. Five minutes after
President Reagan was sworn in, they
were released. Through the past month
we have read allegations about a hos-
tage deal in 1980 that prolonged the
captivity of Americans held in Iran.
These allegations are important, if
true. But significantly, they remind us
of a painful truth: that there are other
Americans who are today hostages.
Men who have lost not hundreds but
thousands of days of celebrating life
with their families and loved ones.
Terry Anderson—the longest held—has
spent more than 6 years as a hostage in
Lebanon.

Mr. President, I ask that as my col-
leagues recall the agony that consumed
our Nation in 1980, they realize that a
full decade later, six Americans remain
hostage in Lebanon. And I call upon
the administration to give the highest
priority to securing their release.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is now closed.

CONSUMER PROTECTION AGAINST
PRICE-FIXING ACT

The PRESIDING OFFICER. The
clerk will report the pending business.

The legislative clerk read as follows:

A bill (S. 429) to amend the Sherman Act
regarding retail competition.

The Senate resumed consideration of
the bill.

Pending:

Brown amendment No. 90, in the nature of
a substitute.

The PRESIDING OFFICER. Under
the previous order the Senator from
South Carolina is recognized to offer
an amendment.

The Senator from Ohio.

TIME LIMITATION AGREEMENT—
SENATE JOINT RESOLUTION 137

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the statu-
tory time limitation on Senate Joint
Resolution 137 be reduced to 1 hour
with all other provisions of the Budget
Act governing the resolution consider-
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ation remaining in effect. This has
been cleared with the other side.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. METZENBAUM. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. SASSER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

SUSPENSION OF CERTAIN
PROVISIONS OF LAW

Mr. SASSER. Mr. President, I ask
unanimous consent that the Senate
proceed to the consideration of Cal-
endar No. 81, Senate Joint Resolution
137.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

A joint resolution (S.J. Res. 137) suspend-
ing certain provisions of law pursuant to sec-
tion 258(a)(2) of the Balanced Budget and
Emergency Deficit Control Act of 1985.

The PRESIDING OFFICER. Is there
objection to the immediate consider-
ation of the joint resolution?

There being no objection, the Senate
proceeded to consider the joint resolu-
tion.

Mr. SASSER. Mr. President, I rise
today to urge a vote against Senate
Joint Resolution 137, which is a resolu-
tion to suspend the enforcement provi-
sions of the Gramm-Rudman-Hollings
law. The Senate Budget Committee
earlier this week, on May 7, by a unani-
mous vote of 21 to 0, voted to report
this resolution with an unfavorable
recommendation.

As my colleagues are aware, under
the provisions of the Budget Act, the
U.S. Senate must approve or dis-
approve this joint resolution. The law
spells out the content of the joint reso-
lution. If this joint resolution is ulti-
mately enacted, it will suspend the
Gramm-Rudman-Hollings system of re-
ports and orders for fiscal years 1991
and 1992. It will also suspend points of
order on spending and revenue bills for
the same period. All Gramm-Rudman-
Hollings procedures would be auto-
matically then put back in place in fis-
cal year 1993.

Now the question comes, why are we
considering this joint resolution? Why
are we being asked to vote on a joint
resolution that suspends the enforce-
ment provisions that keep in place the
summit agreement that we so recently
adopted last year?

Well, the answer is a very simple one,
Mr. President. We are in a recession
and the law provides that the Gramm-
Rudman-Hollings law may be sus-
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pended during a severe economic turn-
down.

Since the recession began, the econ-
omy has deteriorated sharply. More
than 8 million Americans who want to
work are out of work today, and the
unemployment rate stands at 6.6 per-
cent of the total work force. While
there was a glimmer of encouraging
news, the national unemployment rate
did fall by two-tenths of a percent in
April—a half-million Americans—stood
in the unemployment lines for the first
time in the third week of April. So
while the unemployment rate might be
going down slightly, perhaps because of
a statistical quirk, we still are increas-
ing at the rate of a half-million people.

The recession is now in its 11th
month. The average recession lasts for
11 months, so it does appear that the
current recession will be longer than
the average of the recessions in the
post-World War II period.

The human suffering in the current
recession is considerable, it is my sad
duty to report. As I said, 8.3 million of
our countrymen are now unemployed;
1.4 million Americans lost their jobs
since last July when the recession first
started. Indeed, several sectors of the
economy have been devasted by the re-
cession. The construction industry, for
example, lost another 20,000 jobs in
April. The construction industry as a
whole has lost more than a half-million
jobs since last May. This is just one in-
dustry.

And thus far the signs of a robust
economic recovery are really nowhere
to be seen.

Automobile sales remain severely de-
pressed. Both General Motors and the
Ford Motor Co. reported sales declines
of more than 20 percent for the last 10
days of April compared to last year's
levels. And the Big 3 auto companies
are projecting a 1991 loss of $2.7 billion.

So despite the short-lived surge of
consumer confidence after the comple-
tion of the war in the Middle East, at
least the completion of the military as-
pects of the war in the Middle East, the
Federal Reserve Board's April Beige
Book indicates that retail sales remain
sluggish and that there has been no
sustained pickup since the conclusion
of the war in the Middle East. People
simply cannot spend money that they
do not have.

In short, Mr. President, the bloom is
off the rose. The recession has outlived
the early assurances that it would be a
short and shallow recession. This, in-
deed, is not a happy picture that I re-
port to the Senate today.

But having said all of this, I do not
believe that we should suspend Gramm-
Rudman-Hollings at this time. And I
want to emphasize that caveat—at this
time.

When we entered into this budget
agreement last year, everyone agreed
that we had to reduce deficits over the
long haul to ensure long-term eco-
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nomic growth. No one believes that we
gain by continuing the ill-advised bor-
row-and-spend policies of the past dec-
ade that has tripled, or more than tri-
pled, the national debt.

Moreover, we may not be able to im-
port capital from Japan and from Ger-
many as we have in the past in order to
build an economic recovery. Germany
needs its capital for its reunification
efforts and the Japanese are increas-
ingly using their own capital for do-
mestic purposes.

Also, this agreement permits the
Federal Reserve to undertake a posi-
tive monetary policy and to follow a
lower interest rate policy to spur,
hopefully, economic expansion.

I will be frank to say that the Fed
has not always been ahead of the curve
in this recession. During the 6 months
leading up to the recession, the Fed did
not lower its benchmark interest rates
at all and has been forced to play
catchup ever since.

But if we abandon the budget agree-
ment now, the Fed would be unlikely
to lower interest rates further—a step
that is still needed to ease the pain of
this recession. The financial markets
would almost certainly react ad-
versely, pushing up long-term rates
and sending industries like the housing
sector back into a tailspin.

So for the moment, we should stick
with the fiscal discipline of Gramm-
Rudman-Hollings.

But let me say to my colleagues that
this does not mean that we should turn
a blind eye to the human pain and the
human suffering that is being caused
by this economic recession that has
gone on now for 11 months.

We must develop in short order anti-
recession policies to deal with the un-
employment situation we are now en-
countering, and we should do it within
the framework of the Budget Act.

The current unemployment situation
should be a matter of grave national
concern. We do have a very faulty un-
employment system that may contrib-
ute to the severity and the length of
this recession.

The distinguished chairman of the
Joint Economic Committee, Senator
SARBANES of Maryland, just 3 weeks
ago gave our colleagues a very learned
and thoughtful and perceptive expo-
sition of the problems and flaws in the
present unemployment insurance sys-
tem.

Presently, less than half of the unem-
ployed are receiving unemployment
benefits. During past recessions, that
share has been typically above 50 per-
cent and has approached 75 percent, as
the distinguished chairman of the
Joint Economic Committee pointed
out to us a few weeks ago.

During the first 3 months of this
year, however, 750,000 of our fellow
countrymen, three-guarters of 1 mil-
lion Americans, exhausted their unem-
ployment benefits. They could not re-
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ceive extended benefits because so few
States have been able to activate the
so-called trigger of extended unemploy-
ment benefits.

Our unemployment insurance system
simply must be repaired to ensure a
smooth recovery for workers who paid
into the unemployment system. They
need the sustenance that they are enti-
tled to. At the same time, if these un-
employed workers are receiving their
unemployment compensation, this will
stimulate the economy and, hopefully,
will diminish the effect of the reces-
sion.

We do have a procedure in the Budget
Act for dealing with this problem. It
provides for emergency legislation that
will not count against the ceilings on
spending or bring on automatic across-
the-board cuts. Antirecession meas-
ures, especially those dealing with the
unemployment situation, should be in
the making right now. We simply can-
not stand by as millions of American
workers and their families lose their
jobs and exhaust their unemployment
benefits. These workers and their fami-
lies deserve our concern and they de-
serve our assistance in this recession
just as they have had it in past reces-
sions since World War II. This budget
law was never intended to tie our
hands in dealing with the economic
misfortune affecting these workers.

So, Mr. President, I will vote to
maintain the Gramm-Rudman-Hollings
law today. But I do not intend to stand
idly by and watch this recession grow
more severe and not take positive ac-
tion to help the millions of American
men, women, and their families who
are seeing their American dream turn
into an economic nightmare.

I see the distinguished ranking mem-
ber of the Budget Committee has ar-
rived on the floor.

I yield the floor at this time.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, let me
first say to my friend and the chair-
man, I could not get here any sooner
because we were making up the energy
bill in the Energy Committee, and we
just started the very interesting sub-
ject of mandatory fleet alternative en-
gines, part of any new energy policy we
are going to be able to put together. I
hope we can complete this matter rath-
er quickly.

Might I just ask the chairman, is it
contemplated we would have a rollcall
vote or voice vote on this resolution?

Mr. SASSER. I think that matter has
not been determined, but I think there
is a strong possibility of a voice vote. I
am so advised.

Mr. DOMENICI. I thank the chair-
man.

I do not have a lot to say, so I yield
myself for this opening round, 7 min-
utes. When I have done that, if the
Chair will advise me, Mr. President, I
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may, in fact, be finished with that
amount of discussion.

This is the second time that the issue
of setting aside what I call the Budget
Enforcement Act, which was hammered
out in last fall’s summit, has come to
the floor. We were here in January be-
cause at that point the triggering
mechanism, a forecast of two quarters
of economic downturn by the adminis-
tration, had taken place. That is one of
the tests in this new law.

I think, in a couple of more months
we may need to do this again. Let us
hope we are out of this recession by
then.

We said in January that we had re-
viewed fiscal policy, and we had re-
viewed the economic situation, and the
gquestion was a very simple one. Is it
time to jettison the fiscal discipline
that came with the multiyear eco-
nomic summit—the mandatory targets
to be enforced by across-the-board
cuts, the pay-as-you-go for the entitle-
ment programs if you increase or
produce new programs? Should all of
that go because we are in a recession?

Frankly, the answer then was, no; do
not throw it all away. The resolution
that was before us was defeated by a 97-
to-2 vote on the floor. I submit things
have not changed. The answer should
still be, no, do not throw away the dis-
cipline. What would you substitute for
it and what could you expect if you
throw away the discipline?

We should keep the enforcement for
as long as we can. I am hopeful we will
keep it for the entire 5 years that was
determined by the congressional bipar-
tisan leadership and the President.

Frankly, it seems to me that nothing
would be worse for the American econ-
omy, for the future growth of that
economy, and for our people in terms
of jobs and prosperity, than to open up
a free-for-all, in the Congress of the
United States, with all kinds of new
spending and/or tax proposals, with no
real caps, and with no real enforcement
mechanism. The signal that we were
getting rid of all that would do more
harm, in my opinion, to the prospects
for economic recovery and future
growth than almost anything else we
could do today.

This is an important vote because we
surely do not want to do that.

My final observation has to do with
what is probably burdening the Amer-
ican economy more than anything else.
It is debt—private debt, corporate debt,
and Government debt. There are other
things that are keeping the American
economy from getting back into a
growth mode, but those are important
and big ones.

Frankly, if we take out the enforce-
ment mechanisms that have kept sig-
nificant multiple year discipline in the
fiscal policy, what can we expect?
Surely, we can not expect less debt. I
think we would expect more debt be-
cause, clearly, we will not get smaller
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deficits. We will get bigger deficits
that will create more debt, less energy
in the American economy, and more
difficulty getting out of the recession
and putting the economy on a sus-
tained growth pattern.

For all these reasons—and obviously
many more—] think we should keep
the budget enforcement process in
place. I believe the multiple year en-
forcement mechanisms that were built
in at the economic summit—the caps
with across-the-board cuts if you ex-
ceed them, the pay-as-you-go provi-
sions with the sequester if you exceed
them at the end of the year—are going
to begin to pinch this year. There is
just not going to be new money for pro-
gram increases unless we reduce or get
rid of old programs. That is going to
begin.

Next year it will pinch a little more.
And that is precisely what we need—
precisely what the American people ex-
pect. They do not think we ought to
spend more than we take in each year
and leave all the programs alone and
let them all increase. With these caps
and this pay-as-you-go approach, there
is not going to be room for all of that.

You are either going to have to re-
duce programs if you want to increase
other programs, or you are going to
have to eliminate programs if you want
other programs to grow dramatically. I
think that this is a good process for a
while. I only hope we really take it se-
riously.

I am going to be part of whatever
group of Senators want to enforce it to
the letter, because a deal is a deal. We
made it with ourselves; we made it
with the President. I think it is a pret-
ty good deal. In fact, I think, looking
at it now, we probably could not find a
better way to enforce fiscal restraint
and see that it really is met than
through this approach.

Congress might not like it in its
third or fourth year. But I suspect it is
going to turn out to be a rather novel
approach to keeping Government
spending under control. We might, in-
deed, want to do it for more years when
the provisions of this agreement are
finished, because something like it is
necessary for future years otherwise,
we will never get things under control.

I yield the floor and reserve whatever
time I have.

The PRESIDING OFFICER. Who
yields time? The Senator from Ten-
nessee.

Mr. SASSER. Mr. President, how
much time do I have remaining?

The PRESIDING OFFICER. The
Sentaor has 17%4 minutes.

Mr. SASSER. Mr. President, I yield
myself 3 minutes.

Mr. President, today I am urging our
colleagues to reject this resolution sus-
pending the Gramm-Rudman-Hollings
law. I am urging them to do that be-
cause at this time I feel it is necessary
to keep the budget summit agreement
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we passed and enacted into law last
year into place. We wish to keep that
into place so we can arrest the increase
in the deficit and give the Federal Re-
serve Board some breathing room so
they may continue to ease with regard
to monetary policy; as I said earlier,
give this economy some oxygen so it
may grow and come out of this reces-
sion.

I remind my colleagues that this
budget summit agreement was enacted
really for the purpose of reducing the
deficit, and it was enacted for the pur-
pose of trying to put an end to the bor-
row and spend policy that had domi-
nated the past decade and gotten us
into the position now. It was not adopt-
ed for the purpose of tying the hands of
this Congress or tying the hands of this
Government in dealing with serious do-
mestic difficulties. It was not adopted
for the purpose of trying to alleviate
what are perceived by a majority of the
Members of the Congress, in concert
with the President, to be domestic con-
cerns that need to be satisfied.

I indicated in the Budget Committee
the other day, as we debated and delib-
erated on the question of whether or
not to suspend the Gramm-Rudman-
Hollings resolution this year, that I
was going to oppose it. But I also indi-
cated at that time, if we are going to
continue down the road of limiting the
flexibility of the budget summit agree-
ment we adopted last year to deal with
the problems we find ourselves con-
fronted with from time to time here in
the Congress, I was going to find this
budget summit agreement less attrac-
tive and we might very well find our-
selves going down a road where we seri-
ously consider moving away from it
and, perhaps, in the final analysis, re-
jecting it.

I say that to my colleagues today to
state specifically what my view is. I
voted for, fought for, helped negotiate
this budget summit agreement. I think
it could be very helpful in reducing the
deficit—if it is going to be subverted
into an instrument of denying the will
of this Congress by a majority vote to
deal with the needs of this country
while paying for such legislation at the
same time, whether it be by closing
revenue loopholes, whether it be by
abolishing other programs and using
the proceeds to fund or expand other
programs, or whether it even be a mat-
ter of increasing revenues, I think
under the terms of the budget summit
agreement the Congress was entitled to
do that.

If we are going to move down the
track of trying to narrow the agree-
ment, trying to take partisan advan-
tage here at the very outset in the first
yvear of its operation, then I think it is
going to become an empty vessel, in-
deed, and we may very well find this
budget summit agreement will have
outlived its usefulness.
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That reflects my view and I suspect
it reflects the view of a number of
other Senators, at least on my side of
the aisle, and perhaps even the view of
some of the other chairmen on my side
of the aisle.

As of now, I think it important we
vote down the resolution to suspend
Gramm-Rudman-Hollings. I think it is
important to keep the budget summit
agreement in effect. But if we are going
to find later on that this prevents us
from dealing with the dire economic
emergency the country may find itself
in, then I think we have a different
kettle of fish, indeed.

Mr. DOMENICI. Mr. President, how
much time does the Senator from New
Mexico have?

The PRESIDING OFFICER (Mr. GRA-
HAM). The Senator from New Mexico
has 22 minutes and 45 seconds.

Mr. DOMENICI. I yield 5 minutes to
the Senator from Texas [Mr. GRAMM).

Mr. GRAMM. I thank the distin-
guished Senator from New Mexico for
yielding.

Mr. President, I would like to make a
few simple points. First of all, I think
if you look back at the postwar history
of America and look at the recessions
we have had and look at the fiscal
stimulus we have applied, in almost
every case the fiscal policy we have im-
plemented has gone into effect after
the recession was over and thus con-
tributed to the subsequent inflation
and dislocation of the economy.

I think those who have looked at our
postwar experience have concluded fis-
cal policy is a very dull tool. It is often
popular with politicians because spend-
ing money is popular. But as an effec-
tive policy tool to try to offset reces-
sions and to stimulate the economy, I
would argue fiscal policy in the post-
war period has been pretty ineffective
and probably counterproductive,

Second, to the degree that fiscal pol-
icy, funded by deficit spending, was
ever a curative medicine, it is a medi-
cine we have taken in expansions, in
contractions, in recessions, and in in-
flations. If deficit spending ever had
any curative powers, those powers have
long ago been lost.

So I want to congratulate the distin-
guished chairman of the Budget Com-
mittee and ranking member for their
leadership. I think it would be impru-
dent to waive the Gramm-Rudman
process, to eliminate the binding con-
straints we put in place on spending. I
think whatever we would gain in stim-
ulating the economy by expanding the
deficit, we would lose in triggering a fi-
nancial reaction, sending interest rates
up and creating financial panic.

So I urge my colleagues to support
the position of the Budget Committee
and to reject the motion waiving
Gramm-Rudman.

I yield back the remainder of my
time.
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The PRESIDING OFFICER. Who
yields time? The Senator from New
Mexico.

Mr. DOMENICI. I yield myself 1
minute.

Mr. President, I thank the Senator
from Texas for his remarks. I agree
wholeheartedly it would be absolutely
foolish to lift the caps and permit us to
proceed with some kind of new fiscal
policy in an effort to help with this re-
cession.

I think the chances of that doing
good for this economy are very small
as compared with the harm that would
come when we once again are in a free-
for-all with reference to enforcement of
any kind of spending. Debate would
just be the confrontational type be-
tween the President and the Congress,
and I think the results would be much
more devastating than any good, that
would come from spending more.

I think we ought to complete this
and get on with the conference and see
where we are. I feel confident that this
4-year master plan is probably about as
good as Congress and the President can
adopt, and we ought not destroy it
now.

If we suspend the enforcement provi-
sions, they will be gone for over a year,
almost 2 years. I think most of those
who are looking at the budget agree-
ment are marveling that Congress and
the President would agree to the kind
of fiscal policy that they have. This
has not occurred before, and it ought
to be more than the event that is be-
fore us that would throw enforcement
to the winds and destroy the fiscal dis-
cipline that it creates.

I yield the floor.

The PRESIDING OFFICER. Who
yields time? The Senator from Ten-
nessee.

Mr. SASSER. Mr. President, I yield
myself 2 minutes.

Mr. President, I see that the distin-
guished junior Senator from Texas has
left the floor. I am sorry he has. I
wanted to respond to one statement he
made, and that is the fiscal policy
funded by deficit spending has never
had a curative effect as far as a reces-
sion is concerned.

I would differ with that, and I would
point out the most recent example is
the severe economic decline of 1982, We
plunged into the most severe economic
contraction since the Great Depression
of the 1930's. Just by coincidence, the
administration then in power em-
barked on the largest peacetime deficit
spending program in the history of the
United States, rivaled only by the defi-
cit spending program that the Govern-
ment embarked on in preparing for and
fighting World War II.

Many have said it was really World
War II and the spending that occurred
there which brought this country out
of the Great Depression of the 1930's.
Perhaps you could argue that the mas-
sive—I would say irresponsible—deficit
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spending that occurred during the
1980’s was what was responsible for
bringing us out of the worst economic
downturn in almost half a century.

Some are proud of saying that that
led to the longest period of economic
expansion in the history of this coun-
try. That has been repeated so many
times it has become conventional wis-
dom. As a matter of fact, that is to-
tally inaccurate. The longest period of
economic expansion in the history of
this country began very early in the
1960’s and continued until the end of
that decade, if memory serves me cor-
rectly.

So there is a case to be made for fis-
cal policy stimulating the economy.
There is a case to be made for Govern-
ment programs that can have a stimu-
lative effect on the economy, while at
the same time relieving the suffering
of those who are jobless as a result of
an economic contraction over which
they have no control.

It certainly must be done in a respon-
sible manner. It should be done not
through deficit spending. It should be
done through a pay-as-you-go ap-
proach, as we provided for in the budg-
et summit agreement.

1 yield myself an additional 30 sec-
onds, Mr. President.

We may find that this Chamber will
be entertaining such legislation in the
not-too-distant future if this economy
does not improve. The administration
was, we now know, approximately 4
months overdue in announcing that we
were, indeed, in a recession. At the
time it was announced by the Chair-
man of the Council of Economic Advis-
ers, he also announced that the recov-
ery was just a month or two away.

The PRESIDING OFFICER. The Sen-
ator’s time has expired. !

Mr. SASSER. Mr. President, I yield
myself an additional 30 seconds.

We now find that this recession has
gone on for 11 months, and it really
gives no substantial signs of abating.

So I am quite confident that unless
we see evidence of an upturn in the
not-too-distant future, we are going to
be contemplating some effort to allevi-
ate the human suffering caused by the
recession and trying to take some steps
to resuscitate this economy.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. SASSER. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The ab-
sence of a quorum having been sug-
gested, the clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. SASSER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SASSER. Mr. President, I ask
unanimous consent that I be allowed
an additonal 5 minutes in additon to
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the present time pending, and that it
be allocated to the distinguished Sen-
ator from Iowa.

The PRESIDING OFFICER. Without
objection, it is so ordered. The Senator
from Tennesse is now controlling 11
minutes; 5§ minutes have been allocated
to the Senator from Iowa.

The Senator from Iowa.

Mr. HARKIN. Mr. President, I thank
my colleague, the distinguished chair-
man, and the Senator from New Mex-
ico, the ranking member, Mr. DOMEN-
1c1, for giving me time.

Mr. President, a little more than 3
months ago, I rose in support of ex-
actly the same type of resolution be-
fore us today, to suspend Gramm-Rud-
man-Hollings deficit targets.

Mr. President, the economic reports
for the first months of this year have
not gotten any better. In the last quar-
ter of 1990, the economy contracted 1.6
percent. In the first quarter of this
year, that decline steeped to 2.8 per-
cent.

Fortunately, in anticipation of just
such a contingency, the drafters of the
1990 Budget Enforcement Act provided
for the option we are considering
today. I recommend we take advantage
of this opportunity and vote to suspend
Gramm-Rudman-Hollings.

We need to recognize that the condi-
tion of the economy is bad enough to
rate the lifting of these requirements.
After all, this was the purpose of in-
cluding this escape clause in the law,
and we should use it. Why, in this situ-
ation that cries out for suspension, do
we fail to recognize the uselessness of a
set of deficit reduction requirements
that do not work and, in fact, contrib-
ute to the dislocation wrought by the
current recession?

Do my colleagues believe we are not
in a recession? Does anyone believe we
are not? Even the President admits we
are in a recession. He has done so for
the last couple of months. Should we
assume we are going to pull out of this
recession before we have time to adopt
and implement measures to com-
pensate American workers and families
for the negative effects of a recession
that have already happened?

Maybe that argument could have
been made back in January or Feb-
ruary. It was. I did not believe it then.
I do not believe it today. The Presi-
dent’s economic adviser was saying
that the economy would bottom out by
late spring. Late spring is here. The
economy has not improved. During the
week ending April 20, applications for
jobless benefits hit the half million
mark. There are now more than 8 mil-
lion Americans out of work in this
country. Each one of these unemployed
workers represents a personal tragedy:
factories idle, communities devastated,
and families impoverished. How much
more are we willing to countenance?
How long can we ask the American
people to be patient?
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I remind this body that Herbert Hoo-
ver, when faced with the same situa-
tion, prescribed patience as well. Did
not history prove Hoover wrong? Are
we to relearn the lessons of history, or
is it going to be déja vu all over again?

I have made no secret of my opposi-
tion to Gramm-Rudman-Hollings both
in its specifics and its principles. I
never supported it in the beginning,
and I have never supported it since. I.
can understand, although I do not
agree with those who support in times
of economic growth this politically at-
tractive but practically useless ap-
proach to budgeting. I am disappointed
that so many people are buying the
fact that we ought to continue Gramm-
Rudman in times of recession.

The problem with laws like Gramm-
Rudman and the recent budget agree-
ment is that we have tied ourselves
into knots. Consequently, especially in
times of recession, adhering to Gramm-
Rudman-Hollings is like the old-fash-
ioned medical practice of bleeding a pa-
tient who is seriously ill. The treat-
ment only makes the patient worse off.

The fact is that the deficit and reces-
sion are two different problems, each of
which has to be solved in its own sepa-
rate way and in its own separate time.
The Government's obligation to pro-
vide unemployment compensation and
the whole spectrum of social services
actually increases during the economic
downturns.

The administration was far more in-
terested, in the 1980’s, in shifting
spending to defense than in reducing
the deficit, and, as a result, the na-
tional deficit exploded.

Now that we are in a recession that
the President acknowledges but is will-
ing to do nothing about, it is time Con-
gress takes the responsibility. For
years we have been told, ‘‘Government
is the problem.” As my friends here on
the floor know, I do not usually agree
with Mr. Reagan, but in this case I will
grant the rare exception. Yes, while
Mr. Reagan was President, Government
was the problem. After 10 years of
being misled that the taxpayer can
have something for nothing and that
by making the rich richer and the poor
poorer that somehow the poor can join
in the prosperity of the rich, now we
are facing some of the most profound
public policy crises in our history.

Government can also provide some
solutions. It is not enough—in fact it is
downright irresponsible—for us to
throw up our hands in this moment of
economic crisis and do nothing. The
time has come to face the music. The
time has come for us to stand up in
this body and say to the President that
the ‘“‘emperor has no clothes.” The
policies of this and the last administra-
tion did not work, and will not work.

I believe that suspension of Gramm-
Rudman-Hollings can set the stage for
an American revival. Senator RIEGLE
has hegun to prepare a package of
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stimulative measures that may make
sense in this time of recession. Maybe
now if we suspend Gramm-Rudman-
Hollings we will finally have the oppor-
tunity to prove to the American public
that by—

The PRESIDING OFFICER. The Sen-
ator’'s time has expired.

Mr. SASSER. Mr. President, I ask
unanimous consent to yield to the Sen-
ator 1 additional minute.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HARKIN. I appreciate that.

Maybe we can prove to the American
public that by investing in nutrition,
in education, unemployment com-
pensation, job training programs, we
actually save this country money by
making sure that we become more pro-
ductive in the future.

Thousands of children, Mr. President,
who are qualified for and have applied
for assistance under the WIC and Head
Start Programs are denied service for
lack of funding. Supplying health care
and nutrition to pregnant mothers and
infant children is not only morally cor-
rect, Mr. President, it is good, common
sense. Healthy mothers and babies are
less of a drain on the health care sys-
tem. Healthy children mean less spend-
ing on medical care. Children that are
given an educational boost are ulti-
mately better students and more pro-
ductive citizens. They will pay more in
taxes and they will need less Govern-
ment assistance. These programs have
been proven time and again to be effec-
tive. With them, in the long term, we
will need to spend less. It does not
make sense that they be left wanting
for funds. That is why I guestion the
sensibility of Gramm-Rudman-Hol-
lings. It forces the Congress to only
look at 1 year at a time. We must look
at the long term.

Someone is going to have the respon-
sibility some day, to pick up the pieces
of lives shattered by joblessness, a lack
of health care and nutrition. That
someone is us. We either do it now or
do it later when it will be much more
difficult and expensive. After all, it is
much more expensive to provide long-
term care than prenatal care. It is
much more difficult and expensive to
fund prisons and drug rehabilitation
programs than it is to see that millions
of Americans in poverty don't have a
reason to anesthetize themselves every
day to escape from the harsh realities
of joblessness, homelessness, and the
lack of a bright future.

Mr. President, what is happening
right now with Gramm-Rudman makes
no sense whatsoever. In this economic
crisis, it is time to say no more
Gramm-Rudman-Hollings, it is time to
recognize that we have to start invest-
ing in the future productivity of this
country, and under Gramm-Rudman-
Hollings we cannot do it because our
hands are tied. It was bad news when it
was enacted; it is worse news now.
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So I am hopeful that we can at least
have a vote on this. Gramm-Rudman-
Hollings in this time is not in the best
interests of this country.

So I ask my colleagues to join me in
proving wrong the Orwellian argument
that democracy can well be served
when its representatives operate with
both hands tied behind their backs.
That is exactly what we are doing right
now. I ask anyone here to sit in the
chair that I do on appropriations that
deals with health and human services,
education, and job training and look at
the misery and suffering going on
around this country and then say that
we cannot do anything about it be-
cause of Gramm-Rudman-Hollings. It is
time to get rid of it.

Thank you, Mr. President.

ORDER OF FROCEDURE

Mr. SASSER. Mr. President, I ask
unanimous consent that at 2 p.m.
today, without intervening action or
debate, the Senate proceed to vote on
Senate Joint Resolution 137, notwith-
standing the provisions of rule XXII.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. SASSER. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second? There is a sufficient
second.

The yeas and nays were ordered.

Mr. DOMENICI. Mr. President, I ask
the chairman—we have no other Sen-
ators seeking recognition on our side—
does he have any more need for time on
his side?

Mr. SASSER. Yes. Let me say to my
friend from New Mexico that the dis-
tinguished Senator from Wisconsin,
Mr. KoHL, I am advised, is on his way
to the floor.

Mr. DOMENICI. If we were to agree
now on the time for Senator KOHL,
would that be all that we would have
left on the other side? In which case I
would be prepared to yield back all of
my time.

Mr. SASSER. I know of no other Sen-
ator on our side other than Senator
KoHL who wishes to speak. May I in-
quire of the Chair how much time is re-
maining to our side?

The PRESIDING OFFICER. The Sen-
ator from Tennessee controls 6 min-
utes, the Senator from New Mexico, 18
minutes, T seconds.

Mr. DOMENICI. Mr.
yield whatever time I use.

Mr. President, I suggest that the
Senator from New Mexico would be
willing to yield back the remainder of
his time if the chairman at some point
would propose that all time be yielded
back with the exception of that re-
quired for Senator KoHL. I am not ask-
ing to do that now. I think that would
permit both of us to attend other com-
mittee hearings.

Mr. SASSER. It would. I know the
distinguished Senator from New Mex-
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ico is anxious to get back to the En-
ergy Committee. I am advised that
Senator WELLSTONE also might wish to
speak. May I inquire of the Senator
from Minnesota how long he might de-
sire to speak?

Mr. WELLSTONE. The Senator from
Minnesota will take just a few min-
utes. It will be off the top of my head
with no presently prepared remarks. I
have a couple minutes worth of re-
marks.

Mr. SASSER. We only have 6 minutes
left. The Senator from Wisconsin had
asked for 5. I yield the Senator from
Minnesota 2 minutes at this time.

Mr. WELLSTONE. I want the Sen-
ator from Tennessee to know that to
ask a teacher to speak 2 minutes is a
pretty difficult task, but I will give it
my best.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Thank you, Mr.
President.

Let me echo the words and the senti-
ments of the Senator from Iowa. It
does seem to be that we have to face up
to some economic realities in our coun-
try. The fact of the matter is we are in
a certified recession, and it has been
that way for some time. There are
many, many citizens in this country
that are out of work, and there are
many citizens that are working but
only part time. There is a tremendous
amount of economic pain. I am com-
mitted to deficit reduction. I think
that must be a part of what we are
about in terms of any kind of legiti-
mate and credible economic policy.

But it is kind of difficult to talk
about Gramm-Rudman in isolation and
the deficit in isolation to 1 out of every
8 children that are hungry in this coun-
try today. It is kind of difficult to talk
about deficit reduction to people who
are homeless. It is kind of difficult to
talk about deficit reduction to people
who are unemployed. It is kind of dif-
ficult to talk about deficit reduction
alone to small businesses who are
struggling, who are losing their busi-
nesses, family farmers who are being
thrown off the land, children that are
not receiving an adequate education.

I maintain—and I want to make this
real clear, Mr. President—that I be-
lieve the reason we are going to have a
recorded vote—and I want to speak for
that recorded vote on the waiving of
Gramm-Rudman—is that this is yet
but one instrument of policy that we
might want to consider as we deal with
this not so unusual economic time.

It might be that Senators do not
want to waive Gramm-Rudman. Fine.
Others may believe that these are ex-
traordinary economic times, that
many people are suffering, and that we
might have to waive Gramm-Rudman.
Either way, I think it is very impor-
tant that the Senate of the United
States of America go on record. And I,
again, simply support the remarks of
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my colleague, the Senator from Iowa. I
am pleased that we are going to have a
recorded vote.

Mr. DOMENICI. Mr. President, I un-
derstand our chairman wants to move
with a unanimous consent on another
matter. I am going to accommodate
very quickly, but I yield myself 2 min-
utes, and then I will be finished.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, it
would be very interesting to ask the
American people if they really believe
that it would be better for the United
States of America and their futures to
have a budget in place for the next 4
years that has caps that must be en-
forced and says to Congress, do not
overspend; do whatever you have to do
for us within these limits, and do not
spend more in an effort to try to help
us. It would be interesting to ask them
if that is how they feel, or if they feel
we ought to wave all these caps, we
ought not put in any discipline, and
just trust the Congress to cure the re-
cession and make their lives better.

I would be willing, if we want a real
vote, to let the people vote on that one.
I will speculate that they would come
down four to one against the view that
it sounds wonderful for Congress to say
we ought not to have any discipline be-
cause we want to help you; we want to
pass laws that will put you to work. We
want to pass laws that will help you
get out of whatever problem you have.

I do not believe we can do that. We
do not know how. We will do it wrong.
And I believe the American people
would opt by huge percentages, to stay
on a fiscal policy path that has some
discipline in it and that makes Con-
gress respond to stipulated and set
amounts of money, and no more, each
year. They would agree to this rather
than say fix everything for us, take
this discipline off, you can cure our
problems and end this recession.

Having said that, I am prepared
shortly, to yield back the remainder of
the time on this resolution, as soon as
the chairman makes his proposal.

EMERGENCY SUPPLEMENTAL PER-
SIAN GULF REFUGEE ASSIST-
ANCE ACT OF 1991

Mr. SASSER. Mr. President, I ask
uanimous consent that the Senate pro-
ceed to the immediate consideration of
H.R. 2122, the Emergency Supple-
mental Persian Gulf Refugee Assist-
ance Act of 1991 now at the desk.

The PRESIDING OFFICER. The bill
will be stated by title.

A bill (H.R. 2122) to authorize emergency
humanitarian assistance for fiscal year 1991
for Iraqi refugees and other persons in and
around Iraq who are displaced as a result of
the Persian Gulf conflict.

The PRESIDING OFFICER. Is there
objection to the immediate consider-
ation of the bill?
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There being no objection, the Senate
proceeded to consider the bill.

Mr. DOMENICI addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, I un-
derstood that this matter had been to-
tally cleared, but I have just received
notice from our Cloakroom that they
need a minute or so.

I have just heard that everything is
OK now. I have no objection.

The PRESIDING OFFICER. The bill
is before the Senate and open to
amendment. If there be no amendment
to be proposed, the question is on the
third reading and passage of the bill.

The bill (H.R. 2122) was ordered to a
third reading, was read the third time,
and passed.

Mr. SASSER. Mr. President, I move
to reconsider the vote.

Mr. DOMENICI. I move to lay that
motion on the table.

Mr. SASSER. The motion to lay on
the table was agreed to.

————

SUSPENSION OF CERTAIN
PROVISIONS OF LAW

The Senate continued with the con-
sideration of the joint resolution.

Mr. SASSER. Mr. President, how
much time is remaining?

The PRESIDING OFFICER. The Sen-
ator from Tennessee controls 4 minutes
6 seconds. The Senator from New Mex-
ico, 14 minutes 23 seconds.

Mr. SASSER. Is the Senator from
New Mexico agreeable to yielding back
all of his time with the stipulation
that we reserve 4 minutes 30 seconds of
my remaining time for the Senator
from Wisconsin? I see the distinguished
Senator from Wisconsin on the floor,
Mr. President.

Mr. DOMENICI. Might I say to the
chairman—I see the Senator is on the
floor—if he wants a couple of addi-
tional minutes beyond that 4 minutes
30 seconds, I will give him 2 minutes off
of our side and let the rest go as pro-
posed.

Mr. SASSER. Mr. President, may I
inquire of the distinguished Senator
from Wisconsin, is 6% minutes suffi-
cient to deliver his message?

Mr. KOHL. Yes.

Mr. SASSER. Mr. President, I ask
unanimous consent that the Senator
from Wisconsin consume the remainder
of my time and be yielded 2 minutes
from the time of the distinguished Sen-
ator from New Mexico; whereupon, all
time will have elapsed.

The PRESIDING OFFICER. Without
objection.

The Senator from Wisconsin is recog-
nized for 5 minutes 44 seconds.

Mr. KOHL. Mr. President, for the sec-
ond time this year, I rise in strong op-
position to waiving the Gramm-Rud-
man-Hollings deficit reduction enforce-
ment procedures. There is no doubt the
country is in a recession right now.
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There is no doubt that that recession
has lasted longer, and is deeper, than
anyone expected. And there is no doubt
that Congress could do many things to
boost our economy from its current
negative growth into strong, sustained
recovery.

However, suspending the budget dis-
cipline that we all worked so hard to
enact last year is not one of those
things. The uncertainty of the current
economic downturn—and the too slow
growth recovery forecast by even the
most optimistic economists—are the
result of the last decade of deficit and
debt. Piling more debt on can do noth-
ing but exacerbate an already bad situ-
ation.

Let me elaborate. Our enormous na-
tional debt has almost quadrupled—to
over $3.5 trillion—since 1980. This debt
represents money literally stolen from
the private sector—stolen from eco-
nomic growth, from business entre-
preneurs, and from workers. The na-
tional debt represents capital that is
not there for private investment in
business, children, higher wages,
health care—the list goes on and on.

At present, our monetary policy is
captive to the need to finance this
overwhelming debt. The Federal Re-
serve can't take interest rates too low
for fear the Treasury will be unable to
sell its bonds. By keeping interest
rates high, the debt directly discour-
ages the investment this country so
sorely needs.

I also oppose this suspension of budg-
et discipline because I believe it sends
a dangerous message to the economy.
It says: Congress cannot—cannot—
stick to any sort of budget discipline.
It says to me—and I believe to millions
of our constituents—that this Govern-
ment is not serious about living within
our means.

With our deficit next year approach-
ing $300 billion, that is a dangerous
message. How long can we continue to
convince foreign creditors that this Na-
tion is a good investment if we con-
tinue to ignore a bill that large? More
importantly, how long can we keep the
confidence of the American people if
we continue to mortgage their—and
their children's—future.

The deficit is a tax—a regressive, un-
productive tax. By pushing up interest
rates, it is a tax on anyone who holds
a mortgage, a home equity loan, a stu-
dent loan, a business loan. By fueling
inflation, it is a tax on wage earners
and pensioners on fixed incomes. By
slowing growth, it is a tax on young
people looking for work and older peo-
ple hoping to be able to retire. It is a
tax we cannot and should not tolerate.

I urge my colleagues to oppose this
tax by opposing this suspension.

Mr. DURENBERGER. Mr. President,
a few weeks ago we approved a budget
that will raise the national debt to
nearly $5 trillion over the next 4 years.
No Member of this body can take pride



10434

in this debt we are passing on to our
children and our grandchildren.

But at least under the budget rules
that are currently in place, we can ex-
ercise some fiscal discipline, some fis-
cal restraint. We can make certain
that the national debt will not grow to
$6 billion or $7 billion or $8 billion over
the next few years. However, if we
adopt this resolution, all fiscal re-
straint will be abandoned, all con-
straints on spending will be lifted.

Mr. President, the decision we make
here today will last far beyond today’s
economic slowdown. If we suspend the
budget rules, the suspension period will
last until the first fiscal year begin-
ning at least 12 months after the reso-
lution is enacted. Therefore, our action
today will suspend fiscal discipline
until October 1992, far beyond the life
of the current recession.

Mr. President, I believe this resolu-
tion is ill-conceived and ill-timed. Just
this morning, there was a report sug-
gesting that the slump in housing ap-
pears to have bottomed out. In the
Midwest, in the South, in the West,
residential real estate has been on an
upturn. Even in the overbuilt North-
east, there are signs of real improve-
ment.

And one of the reasons that housing
appears on the upturn is because inter-
est rates have been coming down. But
if we adopt this resolution, if we decide
that the Government can spend our
children's and our grandchildren's
money without a second thought, in-
terest rates will quickly rise, investors
will lose confidence in the Govern-
ment’s ability to hold off spending, and
the net result will be a worse recession
along with new inflation.

Mr. President, we should reject this
resolution because it will do great
harm, in both the short run and in the
long run, to the American economy.
We must maintain our commitment to
fiscal restraint and economic respon-
sibility.

Mr. AKAKA. Mr. President, today we
are again being asked to decide on
whether or not to suspend the enforce-
ment provisions of last year’s budget
agreement in order to address the on-
going recession.

In January, the last time we faced
this issue, our attention and the atten-
tion of most Americans was focused on
the war in the Persian Gulf. Over the
past 5 months, events overseas have
changed. Some for the better and some
for the worse. We rejoice in the return
of our soldiers. But we now must be
concerned about the fate of the Kurds
and the plight of the people of Ban-
gladesh. We must also pay attention to
events within the Soviet Union and we
must respond to the starvation in Afri-
ca.

Although our focus has shifted since
January, the fact that our country is
in a recession has not. More and more
Americans are losing their jobs. Some
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of our financial institutions and manu-
facturing industries are facing difficul-
ties. In my own State of Hawaii, our
major industry, tourism, has suffered
greatly. We must remember that a re-
cession exacts its cost in human suffer-
ing and despair.

I am voting against suspending the
budget agreement today because I be-
lieve that the fiscal discipline it re-
quires will help end the current reces-
sion. I believe that a vote against sus-
pension will signal our resolve to sig-
nificantly reduce this Government's
budget deficit and to reverse the bor-
row and spend policies of the 1980’s sig-
nificantly. This resolve should facili-
tate the reduction of interest rates,
which, in turn, will stimulate the econ-
omy and create new opportunities.

My vote is being cast in with the rec-
ognition that there are some signs that
the economy is turning around. I say
this because I do not believe that last
year’s budget agreement was designed
to restrict Congress in its ability to ad-
dress the needs of America. I will not,
and I do not believe the Senate will
forgo the responsibility to ease the
human suffering of a recession. So, if
the course we are choosing today does
not work, I want the people of Hawaii
and all Americans to know that I will
take action that will.

Mr. RIEGLE. Mr. President, our
economy is now in the 11th month of a
serious recession. More than 8 million
people are unemployed and others are
experiencing a real erosion of personal
security. And the safety net that we
put in place to help people weather eco-
nomic downturns is not working. Three
quarters of a million Americans ex-
hausted their unemployment benefits
during the first 3 months of this year.
Unemployment programs currently
serve only one-third of those who be-
come unemployed.

While I have never supported the
Gramm-Rudman-Hollings approach to
the Federal budget, I did support the
recession trigger that was added to the
law to deal with precisely the situation
we find ourselves in today.

Steps are needed to counteract the
negative impact this recession is hav-
ing on the people of our country. The
task force on the economy in the 1990’s,
which I chair, has developed rec-
ommendations on appropriate meas-
ures, including improvements in the
unemployment  insurance  system.
These measures are intended to help
people who are suffering as a result of
the recession, as well as provide a stim-
ulus to the economy. I hope we will be
able to bring them before the full Sen-
ate in the very near future and I also
hope the administration will work with
the Congress to combat the effects of
this economic downturn.

Mr. BIDEN. Mr. President, today the
Senate for the second time this year
was required to vote on waiving con-
gressional budget restraints in re-
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sponse to the recession. Once again, I
joined the overwhelming majority of
my colleagues in rejecting this idea.

The wisest policy for Congress con-
tinues to be keeping to its word on fis-
cal restraint. The enforcement provi-
sions in last year's budget agreement
sent a long-awaited message to the fi-
nancial markets that the United States
is serious about deficit reduction. Al-
though I did not support the agreement
because its terms were unfair, I recog-
nize the importance of demonstrating
this commitment. Recent interest rate
cuts by the Federal Reserve—our best
policy tool for ending the recession—
can only have a chance of success if
Congress keeps to its promise of fiscal
responsibility.

Because the recession has worsened
since the last time the Senate consid-
ered the same question, there is rising
pressure to suspend the budget con-
straints adopted last year. But at this
time it is better that we strengthen
our economy's many built-in features
that help to ease the pain of the reces-
sion for working Americans. Unem-
ployment insurance, food stamps, wel-
fare, and Medicaid are all programs
that soften the job losses and falling
incomes which accompany the reces-
sion. When they are working properly,
these programs help families to keep
bread on their tables and to ride out
the economic storm.

I am concerned, however, about re-
ports that unemployment insurance is
not working as well as it should be.
Americans who should be receiving
benefits have not. I am supportive of
efforts underway in Congress to fix the
defects in this system, but I do not be-
lieve this requires us to suspend the
budget law.

Our decision today is not final.
Should the optimists be proven wrong,
and the recession continue to worsen—
and I hope this will not be the case—
the Senate will return to this same
question at a later date. At the time I
hope the President and the administra-
tion will work with Congress to fashion
a responsible answer to the recession.

The PRESIDING OFFICER. Under
the previous order, all time has now
been yielded back.

Mr. BUMPERS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is recognized.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that I be allowed to
proceed for 60 seconds, out of order, on
an unrelated subject.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

EMERGENCY SUPPLEMENTAL PER-
SIAN GULF REFUGEE ASSIST-
ANCE ACT OF 1991

Mr. BUMPERS. The Senate has just
adopted a Kurdish relief authorization
bill, which I strongly support. It is one
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of the gravest tragedies in history, and
we, as a country, with the values that
we all share, have a moral obligation
to address it, which we are prepared to
do here, apparently.

I also support sending §1% billion in
credits to the Soviet Union because if
Gorbachev does make it you would be
able to cut 10 times that much off the
defense bill in the immediate future.

But I rise, Mr. President, to say that
while I strongly support both of those
items I want to point out that the peo-
ple in my State and the people of Lou-
isiana and Mississippi are suffering
greatly from a very big flood and many
of these people have lost virtually ev-
erything they had for the third year in
a row.

Last year we put $600 million in the
appropriation bill for disaster loans
and as of a few weeks ago, the Depart-
ment of Agriculture has loaned a whop-
ping $38 of that $600 million.

I do not think many of these people
are even going to qualify for loans.
They are going to have to have addi-
tional help, and the reason Senator
CocHRAN and I did not put a hold on
this Kurdish relief bill is that we do
not want to mix it up, we do not want
to hold that hostage, but there is a sup-
plemental appropriation coming
through here in about 5 weeks, and I
tell you, Mr. President, and I tell my
colleagues that there has to be some
relief, there has to be relief provided
for these farmers in the delta areas of
those three States that I have just
mentioned.

I yield the floor.

SUSPENSION OF CERTAIN
PROVISIONS OF LAW

The Senate continued with the con-
sideration of the joint resolution.

The PRESIDING OFFICER. Under
the previous order the vote on Senate
Joint Resolution 137 will occur at 2
p.m. today.

CONSUMER PROTECTION AGAINST
PRICE-FIXING ACT

The PRESIDING OFFICER. The
clerk will report the unfinished bill.

The assistant legislative clerk read
as follows:

A Dbill (S. 429) to amend the Sherman Act
regarding retail competition.

The Senate continued with the con-
sideration of the bill.

Mr. BUMPERS. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Under the previous order, the Sen-
ator from South Carolina is recognized
to offer an amendment; the Senator
from Ohio is recognized to offer an
amendment to that amendment.

Is the Senator from South Carolina
desirous of offering the amendment?

Mr. METZENBAUM. Mr. President,
it is my understanding the Senator
from South Carolina does not desire to
offer an amendment and I believe I am
representing him accurately.

AMENDMENT NO. 90

The PRESIDING OFFICER. Is there
further debate on the Brown amend-
ment? If there be no further debate, the
question is on agreeing to the amend-
ment of the Senator from Colorado.

The amendment (No. 90) was agreed
to.
Mr. METZENBAUM. Mr. President, I
move to reconsider the vote and I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. METZENBAUM. Mr. President, I
would like to engage my colleague Sen-
ator BROWN in a colloquy concerning
some of the language in his substitute
amendment. In that substitute there is
a new section 8(a)(1)(D) that provides
that a decision by a supplier to ‘‘alter,
wholly or in part, its distribution pol-
icy through adoption of exclusive dis-
tributor outlets or wvertical location,
customer or territorial clauses shall
not constitute an action to curtail or
eliminate price competition for pur-
poses of subparagraph (c)(ii).”” This sec-
tion only modifies section B(a)(1)(C)(ii)
but I want to be clear about the intent
of this section. I agree that a seller
needs to be able to restructure its dis-
tribution system. I am concerned, how-
ever, that sometimes a supplier may
claim to be restructuring the distribu-
tion system when in fact that claim is
only a subterfuge for what is actually a
scheme to enforce a price-fixing agree-
ment.

Mr. BROWN. Nothing in my amend-
ment, including paragraph (D), or in
this colloquy, is intended to undermine
the unilateral conduct protections af-
forded by the Supreme Court’s decision
in United States v. Coigate, 250 U.S. 300
(1919). I think it is very important that
this legislation not inhibit the ability
of a seller to change its form of dis-
tribution of its products. It would be
unfair and unwise if the legislation had
the result that a seller having at one
time decided to sell its products
through one form of distribution sys-
tem, could not change its mind and
adopt another type of system. Any
such change could entail terminating
some or all existing resellers.

By the same token you are quite
right that such a change of distribu-
tion system could be a subterfuge for
enforcing a resale price maintenance
conspiracy, combination or agreement.
It is my intent that this section apply
to good faith efforts by a supplier to
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adopt a different distribution system
than it may already have in place such
as an exclusive distributor outlet. I
agree that it is possible that a supplier
could claim to be establishing an ex-
clusive outlet or supplier could claim
to be establishing an exclusive outlet
or adopting vertical location, customer
or territorial clauses when in fact he or
she was terminating a reseller pursu-
ant to an illegal vertical price-fixing
conspiracy, combination or agreement.
This could be the case for instance
where as part of an illegal price-fixing
agreement a person eliminates the only
price competition for a product but
claims to be altering his or her dis-
tribution system in part.

Mr. METZENBAUM. I would also like
to inquire of my colleague concerning
new section 8(a)(2) which states ‘“‘In
making its determination with respect
to the existence of a contract, com-
bination or conspiracy, the court shall
consider evidence in rebuttal support-
ing any actual, bona fide nonprice busi-
ness justification for the termination
of the claimant or the refusal to con-
tinue to supply the claimant.’”” This
section relates to section 8(a)(1)(A) and
the evidence from which the court
could reasonably conclude that a per-
son entered into a contract, combina-
tion or conspiracy to curtail competi-
tion. I understand this section is in-
tended simply to make clear to the
judge that we want the court to take
into consideration evidence of bona
fide business justifications in making
the determination of whether there is a
contract, combination or conspiracy.

Mr. BROWN. That is correct.

Mr. METZENBAUM. Mr. President,
this is a great day for the American
consumer. Five years after I first intro-
duced this legislation to protect con-
sumers from price fixing, the Senate
has finally acted. Action on the bill has
not been concluded, but essentially it
has been. The reality is that it is like
an emancipation day for the American
consumer because it says to the Amer-
ican people you now have the right to
buy at discount and the manufacturer
will not be cutting off the retailer who
sells to you because he is selling to you
at less than the listed price. What a
wonderful day that is.

So often we come here in the Con-
gress and we pass legislation that adds
to the cost of daily living of American
people. This action today meaas that
the American people will be saving dol-
lars by being able to buy at a discount.
I think it is a great day and speaks
well for the U.S. Senate.

We will move it forward to the
House. I am confident that the House,
which has passed similar legislation
before, will act appropriately and pass
the legislation, and then I am hopeful
that the President will see fit to sign
it.

Mr. President, I suggest the absence
of a quorum.
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The PRESIDING OFFICER (Mr.
LIEBERMAN). The clerk will call the
roll.

The assisant legislative clerk pro-
ceeded to call the roll.

Mr. HELMS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HELMS. I further ask unanimous
consent that I be permitted to proceed
as in morning business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from North Carolina is
recognized.

Mr. HELMS. I thank the Chair.

(The remarks of Mr. HELMS pertain-
ing to the introduction of S. 1020 are
located in today’s RECORD under
“Statements on Introduced Bills and
Joint Resolutions.”)

Mr. HELMS. I thank the Chair, and
seeing no Senator who wishes to speak,
I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. PRESSLER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDER OF PROCEDURE

Mr. PRESSLER. Mr. President, I ask
unanimous consent to proceed as if in
morning business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

THE PEACE CORPS AND THE
NONTRADITIONAL VOLUNTEER

Mr. PRESSLER. Mr. President, I en-
courage older Americans and farmers
to consider becoming volunteers for 2
years in the Peace Corps of the United
States. As a cosponsor of Senate Joint
Resolution 76, which commemorates
the 30th anniversary of the Peace
Corps, I recognize the value of this fine
volunteer organization to developing
countries around the world.

The Peace Corps today is not the
Peace Corps of 1961. New areas of the
world are touched by its presence. Fol-
lowing the lifting of the Iron Curtain,
volunteers are now teaching English
and demonstrating American business
practices in Eastern Europe, Panama,
and Nicaragua. The emergence and re-
emergence of democracy has led to the
return of the Peace Corps after a long
absence.

The Peace Corps is now a
multifaceted corps with over 6,000 vol-
unteers in 88 countries, including 14
new countries this year. Eleven more
countries will receive volunteers in
1992,
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In addition to expansion, the Peace
Corps is trying to change its image by
recruiting older and more experienced
applicants. The Peace Corps image is
no longer that of college grads digging
wells in Africa. Peace Corps Director
Paul D. Coverdell recently said:

The Peace Corps in the 1990’s will continue
to recruit older volunteers who have wisdom
and skills to share.

Currently over 10 percent of volun-
teers are 50 years or older. Many coun-
tries hosting the Peace Corps request
senior volunteers because age is highly
respected in these countries and age is
considered to represent wisdom and ex-
perience.

Alberta Lee, aged 53, of Indiana,
started nutrition programs in several
villages in West Africa. She said:

Because I'm older, people have been very
cooperative and accept my suggestions read-
ily. I had no idea that as a Peace Corps vol-
unteer I would have as much power and in-
fluence as seems to be the case.

I think this is an important point,
Mr. President; that we think of the
Peace Corps as something someone
joins at age 18 or when they are out of
college. But the fact is that many older
persons—and I hope we do not consider
53 old—but my point is that people at
any age can make a contribution to the
Peace Corps. Increasingly we are seeing
that to be the case.

In addition to older citizens, I would
also like to encourage people in farm-
ing communities, including commu-
nities in my home State of South Da-
kota, to consider sharing their agricul-
tural skills and knowledge with their
counterparts in developing countries
by becoming volunteers in the Peace
Corps. The ability to grow adequate
amounts of food to feed exploding pop-
ulations is crucial to these starving
countries. American farmers can help
teach the survival skills so desperately
needed by the unfortunate people of
these nations.

If a 2-year commitment is too long,
the Peace Corps also offers the Farmer-
to-Farmer Program, which limits the
volunteer service period from 30 to 120
days.

The shorter term of service allows
the recruitment of farming specialists
to provide assistance in such areas as
agricultural extension, fisheries, irri-
gation, veterinary science, and more.

Applying to the Peace Corps is rel-
atively easy. A person begins the proc-
ess by filling out and sending in an ap-
plication, outlining his or her back-
ground in areas such as nursing, farm-
ing, teaching, business management, et
cetera. On the application a person
may or may not choose a particular
country in which to serve. A foreign
language is helpful, but it is not always
necessary. A phone interview, a ref-
erence and background check, and an
examination of personal commitment
follow the original application. The
final commitment is needed only after
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a final invitation from the Peace Corps
Placement Office and medical clear-
ance.

Mr. President, I want to emphasize
the importance of a better understand-
ing of the needs of the developing coun-
tries of the world. The Peace Corps has
demonstrated that it is an excellent
avenue for Americans to explore other
countries. It has given over 125,000 past
volunteers that opportunity. However,
two great pools of talent have yet to be
fully tapped—the older citizens of our
country and the farmers of our coun-
try. I commend the Peace Corps’ effort
to recruit individuals from these and
other groups. People in these cat-
egories should not miss the oppor-
tunity to expand their international
horizons and earn the satisfaction of
knowing that one has helped others to
achieve a better life.

In conclusion, Mr. President, let me
summarize by saying that I think the
Peace Corps has made an outstanding
contribution, and I am proud to be a
cosponsor of a resolution commemorat-
ing its 30th anniversary. But perhaps,
more important, is for our citizens to
be made aware that the Peace Corps is
for people of all ages. A retired busi-
nessman can make a real contribution
in Poland or Czechoslovakia, helping to
teach their citizens how free enterprise
works. A farmer can teach farmers
about irrigation, or a veterinarian can
teach and be of great assistance in
many of these countries.

I think the Peace Corps represents
the best of American society, because
we are reaching out. The volunteers
get a small stipend. They get their
costs paid. But they are not paid a sal-
ary that would normally support a
family. So people have to be in a situa-
tion where they do not have immediate
demands financially. But I think that
more people from different walks of life
should consider it.

There is also great demand for Eng-
lish teachers, and that is a language
that is becoming the world business
language. In order for some of these re-
emerging European countries to con-
duct business, it is necessary that they
have English as a tool.

I point these things out because we
are at a turning point in terms of our
foreign aid. As a member of the For-
eign Relations Committee, I am con-
stantly reminded of the limitations on
our foreign aid. In fact, this afternoon
we are going to talk about the possibil-
ity of an international bank for the
Middle East.

The word I get from my constituents
is that they are not willing to pay
taxes for expanding foreign aid, be-
cause we are short of money and have
a budgetary deficit. We can, however,
reach out and in some ways make a
greater contribution by sending people
who have skills in free enterprise.

I do not think we should apologize at
all for teaching people how to make a
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profit. After all, the world realizes that
what we have in the United States is
what they want. The Berlin Wall came
down. The people of Eastern Europe
want that. There are problems in set-
ting up small businesses. If you have
lived in a Communist State all of your
life, as have your parents, it takes a
while—it may take a generation—to
learn how free enterprise works. That
is a place where small business people
could make a contribution.

I know that farmers from my State
of South Dakota have gone into the
Peace Corps, and I have received let-
ters saying what a great contribution
these people have made, people who
never thought they could make this
kind of contribution in international
affairs.

So, ironically enough, in the 1990’s
perhaps our greatest contribution in
international affairs will not be fancy
diplomatic parties or fancy diplomatic
agreements, but they may well be a
grassroots contribution from grass-
roots America.

I am proud to have on my staff at
this time a young man who is about to
serve in Costa Rica in the Peace Corps;
Mr. Vance Timmer of my staff is about
to depart for Costa Rica. We feel very
proud of him and what we expect he
will contribute to the Peace Corps Pro-

gram.

Mr. President, I yield the floor, and I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GLENN. Mr. President, 1 ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GLENN. Mr. President, I also ask
unanimous consent to proceed as in
morning business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Chair advises the Senator there
is a vote scheduled for 2 o’clock. So the
Senator may certainly proceed until
that time as in morning business.

Mr. GLENN. I thank the Chair.

(The remarks of Mr. GLENN pertain-
ing to the submission of Senate Con-
current Resolution 35 are located in to-
day’s RECORD under “Submission of
Concurrent and Senate Resolutions.”)

SUSPENSION OF CERTAIN
PROVISIONS OF LAW

The Senate continued with the con-
sideration of the joint resolution.

The PRESIDING OFFICER. Under
the previous order, the hour of 2 p.m.
having arrived, the question occurs on
the adoption of Senate Joint Resolu-
tion 137, which the clerk will read for
the third time.
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The joint resolution was ordered to
be engrossed for a third reading and
was read the third time.

The PRESIDING OFFICER. The joint
resolution having been read the third
time, the question is, Shall the joint
resolution pass? The yeas and nays
have been ordered and the clerk will
call the roll.

The assistant legislative clerk called
the roll.

Mr. FORD. I announce that the Sen-
ator from Arkansas [Mr. PRYOR] is ab-
sent because of illness.

Mr. SIMPSON. I announce that the
Senator from Missouri [Mr. BOND] and
the Senator from Utah [Mr. GARN] are
necessarily absent.

The PRESIDING OFFICER (Mr.
KoHL). Are there any other Senators in
the Chamber desiring to vote?

The result was announced—yeas 5,
nays 92, as follows:

[Rollcall Vote No. 55 Leg.]

YEAS—5
Harkin Riegle Wellstone
Pell Sarbanes

NAYS—92
Adams Exon McConnell
Akaka Ford Metzenbaum
Baucus Fowler Mikulski
Bentsen Glenn Mitchell
Biden Gore Moynihan
Bingaman Gorton Murkowski
Boren Graham Nickles
Bradley Gramm Nunn
Breaux Grassley Packwood
Brown Hatch Pressler
Bryan Hatfleld Reld
Bumpers Heflin Robb
Burdick Helms Rockefeller
Burns Hollings Roth
Byrd Inouye Rudman
Chafee Jeffords Sanford
Coats Johnston Sasser
Cochran Kassebaum Seymour
Cohen Kasten Shelby
Conrad Kennedy Simon
Craig Kerrey Simpson
Cranston Kerry Smith
D'Amato Kohl Specter
Danforth Lautenberg Stevens
Daschle Leahy Symms
DeConcini Levin Thurmond
Dixon Lieberman Wallop
Dodd Lott Warner
Dole Lugar Wirth
Domenici Mack Wofford
Durenberger McCain

NOT VOTING—3

Bond Garn Pryor

So the joint resolution (S.J. Res. 137)
was rejected.

Mr. SASSER. Mr. President, I move
to reconsider the vote by which the
joint resolution was rejected.

Mr. BYRD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

PRIVILEGE OF THE FLOOR

Mr. DECONCINI. Mr. President, I ask
unanimous consent that the Assistant
Executive Director of the Helsinki
Commission, Jane Fisher, be permitted
the privilege of the floor relating to
Senate Resolution 117 offered by the
Senator from Kansas [Mr. DOLE] during
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the debate and the vote of such matter
either today or on subsequent days.

The PRESIDING OFFICER. Without
objection, it is so ordered.

CONSUMER PROTECTION AGAINST
PRICE FIXING ACT

The Senate continued with the con-
sideration of the bill.

Mr. SASSER. Mr. President, what is
the pending business?

The PRESIDING OFFICER. The
pending business is S. 429 under clo-
ture.

Mr. SASSER. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. METZENBAUM. Mr. President,
we are now at the point where we are
ready to pass the Consumer Protection
Act of 1991. It is my understanding that
one of the Members wishes to address
the body on this subject before we pass
it. It is also my understanding there
will be a voice vote. I think we ought
to move forward.

I think this is a great date, not alone
for the Senate but for the consumers of
this country. Under this legislation,
they will be able to buy at a discount
instead of having to pay the price set
by the manufacturer, if some dis-
counter wants to sell at that price. I
cannot. think of a bill more appro-
priately scoped in the free enterprise
system than this piece of legislation. It
is what should have been the law,
which we thought was the law for
many years until the Supreme Court
carved away at the thrust of the law,
at the impact of the law by establish-
ing new evidentiary rules.

I think we bring that about. We
make some modifications. With the
Brown amendment we further com-
promise that issue but do so in a way
that will not be harmful to the
consumer. So I say this is a wonderful
Thursday afternoon and we ought to
move forward as promptly as possible
to enact this legislation.

Sixty-three Members of the body
voted to cut off debate, 61 the day be-
fore voted to cut off debate. I think the
will is obvious. I think such Members
as there are who wish to be heard
should come to the floor promptly or I
will ask the Chair to move forward.

The distinguished Senator from
Pennsylvania, for whom we have been
waiting, has now arrived. I appreciate
his support on both of the cloture
votes, and I am looking forward to hav-
ing him share with us some gems of
wisdom.
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The PRESIDING OFFICER. The Sen-
ator from Pennsylvania.

Mr. SPECTER. I thank the distin-
guished Senator from Ohio for those
kind remarks. I note for the record
that Senators could not have been
waiting for me long because I just
stepped off for a glass of water. I was
off the floor for 1% minutes. I had just
talked to Senator METZENBAUM to try
to speak with sufficient rapidity so he
can make a doctor’s appointment at 3
o'clock, and I will try to do that.

Mr. President, it is true that I sup-
ported the motions for cloture, that is,
the motion to end debate on the mo-
tion to proceed and also the motion to
end debate on the bill itself, because I
think this is an important subject,
first, that should have been taken up,
and that is why I voted to limit debate
on the motion to proceed.

I similarly voted to limit debate on
the bill itself because there were no
Senators clamoring to debate. Had
someone wanted to speak at some sub-
stantial length, I would have preserved
the right of that Senator to speak. But
when it was simply a matter of requir-
ing 60 votes to consider the bill and to
pass the bill, I thought that should be
done. This is not a matter which in-
volves fundamental issues, no first
amendment, no freedom of speech, free-
dom of religion issue. This is commer-
cial legislation. While it is a very im-
portant one, I think the will of the
Senate ought to be worked on the basis
of majority rule.

Mr. President, I had originally asked
for a rollcall vote along with some
other Senators, and I have not pressed
to have that taken because a number of
Senators had expressed a preference
that there not be a rollcall vote. I can,
for the RECORD, state my opposition to
the bill in its present form without re-
cording it as a “no’’ vote on a rollcall.

In so doing, Mr. President, I am not
opposed to this bill because of any op-
position to vigorous antitrust enforce-
ment. My record in the Senate and be-
fore as a practicing lawyer and as dis-
trict attorney, demonstrates a very
strong pursuit of antitrust law enforce-
ment as a measure for competition. I
believe that the antitrust laws have
been vital in the economic develop-
ment of this country as a matter of
consumer protection and as a matter of
maintaining basic competition which
is the essence of the free enterprise
system.

There is no doubt, Mr. President,
that price fixing is against public pol-
icy, it is bad, and that it is illegal
under the law.

The question on which we are focus-
ing in this bill is what evidence should
be required to submit a case to a jury.
That is an important issue because the
practice in litigation in the courts
today is that there are many cases
which are filed which are not merito-
rius. If the matter is to be protected in
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litigation and costly and to be submit-
ted to a jury with the vagaries as to
what the jury system will bring, and
this is not to denigrate the jury system
which is the bulwark of liberties in the
court and is very important, but the
law has structured a division of respon-
sibility between the court, that is, the
judge ruling on matters of law, and the
jury ruling on matters of fact. It is a
fundamental principle in American
law, Anglo-Saxon law, that there must
be a sufficient level of evidence to sat-
isfy legal requirements which are ruled
upon by a judge in order to submit a
case to the jury. It is only when that
threshold has been reached that it is
appropriate for the jury to consider
whether or not the claim has been es-
tablished in the face of conflicting evi-
dence. You cannot speculate. There has
to be sufficiency of evidence. Where
cases may be involved in protracted
litigation and submitted to the jury
without that sufficient level of evi-
dence, it is very costly. That cost
comes back to the consumer and is un-
justified under our system. It is that
search that we have been engaged in:
To determine what is the proper level
of proof in a price-fixing case.

Mr. President, I do not believe the
decisions by the Supreme Court of the
United States in Monsanto and Sharp
are correct decisions or have been cor-
rectly interpreted. I believe there
ought to be a change in the law on the
standard of proof to go to a jury. But I
do not believe that S. 429, as presented,
is the proper statutory construction to
answer that question. Notwithstanding
the very excellent work by our distin-
guished colleague from Colorado, Sen-
ator BROWN, I do not believe that the
Brown amendment is sufficient to have
the proper standard of proof to go to a
jury.

Mr. President, without going into
great detail, I would refer to the state-
ment which I made in my own addi-
tional views in the Judiciary Commit-
tee report to which I referred yesterday
and had made a part of the RECORD.
Anybody who cares to see those views
can find them in the CONGRESSIONAL
RECORD of yesterday. I had referred to,
and will repeat with reasonable brev-
ity, the concerns that I have on the
Monsanto case. This is the language
which I find especially troublesome, al-
though there are other parts of the de-
cision which I find of concern which re-
quire remedial legislative action. But
this is what the Supreme Court said in
Monsanto in part:

Thus something more than evidence of
complaints is needed. There must be evi-
dence that tends to exclude the possibility
that the manufacturer and nonterminated
distributors were acting independently.

Mr. President, I believe that is real-
istically viewed as an inappropriate
standard of proof. We know as a matter
of common parlance the expression
“anything is possible.”
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So that from the Supreme Court of
the United States to require evidence
that tends to exclude the possibility
just goes too far. It requires the proof
of a negative, and it requires excluding
a possibility which I believe requires a
legislative change. But as yet we have
not found that legislative change to
satisfy the requirement.

Mr. President, similarly in the Sharp
case the Supreme Court used other lan-
guage which I believe does not estab-
lish an appropriate standard of proof.
The Court said this:

A vertical restraint is not illegal per se un-
less it includes some agreement on prices or
price levels.

The difficulty with that, Mr. Presi-
dent, is that the language has been in-
terpreted in a number of lower court
decisions to exclude plaintiffs from
having their cases submitted to a jury
where at least in my view they should
have been submitted to a jury, and
that is the kind of a legislaive change
that I think should be made.

For example, Mr. President, in the
case of Toys 'R’ Us versus Macy, which
is recorded in 728 F. Supp. 230 (S.D.N.Y.
1990), summary judgment was granted
because the court found no evidence of
a conspiracy to set prices at some level
as required under Sharp, despite evi-
dence being submitted that the defend-
ant sought to maintain its keystone
price, a phrase known throughout the
clothing industry to establish a price
at double the wholesale price.

In another case, McCabe's Furniture
versus La-Z-Boy Chair, reported at 798,
F.2d 323 (8th Cir. 1986), the case was not
submitted to the jury beacuse the
court, looking at the Sharp case lan-
guage, found that evidence that the
complaints from the competitor in-
cluded complaints about price, and
that earlier the defendant had urged
the plaintiff to maintain prices, did not
meet the requirement to show an
agreement to set price at some specific
level. That case was excluded from the
jury’s consideration.

Mr. President, in describing these
cases, and talking about the per se re-
quirements and burden of proof, it is
obviously a complex matter, but what
we are dealing with here essentially is
what ought to be sufficient to establish
prices and these cases, the Macy case,
the McCabe’s Furniture case, are illus-
trative at least in my view of cases
where the evidence was sufficient to
submit to a jury and the import of the
Supreme Court decision in Sharp ought
to be changed.

By the same token, Mr. President,
there are a series of cases where the
Monsanto decision was interpreted in a
way where again at least in my opinion
the matter should have been submitted
to a jury. Illustrative are The Jeanery,
Inc. versus James Jeans case, reported
at 849 F.2d 1148 (9th Cir. 1988) from the
ninth ecircuit where summary judgment
was granted even though the manufac-
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turer said he would ‘‘take care of
things" when presented with dealers’
complaints about plaintiffs price cut-
ting.

Another illustrative case is Garment
District, Inc. versus Belk Stores Serv-
ices, a decision from the Court of Ap-
peals for the Fourth Circuit, reported
in 799 F.2d 905 (4th Cir. 1986), where
summary judgment was granted even
though the manufacturer responded to
defendant retailers’ complaints by
stating that the ‘‘situation” was a
“mistake’ and that the company in-
tended to “‘rectify this situation.”

Another illustrative case which at
least again in my opinion should have
been submitted to the jury was Park-
way Gallery Furniture, Inc. versus
Kittinger/Pennsylvania House Group,
Inc., a case by the Court of Appeals for
the Fourth Circuit reported at 878 F.2d
801 (4th Cir. 1989) where summary judg-
ment was granted even though there
was evidence that the defendant sought
assurances from its dealers that they
would comply with this new marketing
policy.

Mr. President, there is a great deal
more that could be said about the situ-
ation but those decisions are illus-
trative of concerns which I have with
the way retail price maintenance is-
sues have been interpreted by the
courts.

There has been a very strenuous ef-
fort made by many of us here in the
Senate, and by my staff, a very able at-
torney, Tom Dahdouh, who has been
assisting along with Richard Hertling,
and others in my staff, in an effort to
find the language which would accom-
modate the competing interests which
are present here and change some of
the direction and language of the deci-
sions of the Supreme Court of the Unit-
ed States in Monsanto and Sharp.

In an effort to find this language I
have met on a number of occasions
with the very distinguished Assistant
Attorney General, in charge of the
Antitrust Division, James Rill. We met
several months ago on a number of oc-
casions, talked extensively by phone,
and our staffs have worked together.
And we sat down again today with a
group of Senators and Assistant Attor-
ney General Rill in an effort to see how
we might structure the language which
will accommodate the interests—that
is, to have bona fide cases submitted to
the jury but not allow cases to go to
the jury where they are really
meritless which would only increase
the cost of litigation and induce settle-
ments in order to avoid expensive liti-
gation costs.

Those efforts have not yet been satis-
factory. But it is a matter where we
will continue to work. I believe that
when we talk about altering court deci-
sions where there is a legislative rem-
edy for interpretations by courts we
have to be very, very careful. The
whole tradition and history of the com-
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mon law is a case-by-case analysis
where judges take a look at facts,
precedents, and statutes, and try to
come up with the lawful result. A legis-
lative process does not have that de-
gree of analysis in many respects
which the judicial process has.

So having had some experience as a
practicing lawyer, I approach the issue
of modifying judicial decisions with a
standard of great care. But there are
occasions where the Congress, as a leg-
islative body, has to make changes be-
cause the statutory interpretations are
not in accordance with what the Con-
gress concludes the Congress had in-
tended when the original law was
passed, or aside from the question of
original congressional intent that the
public policy of the United States has
not been served by the original statute
as interpreted by the courts. As I say,
I believe that public policy is not prop-
erly served by the way that the Mon-
santo and Sharp decisions have come
out on a number of lower court inter-
pretations.

The approach, as I understand it, is
to have the bill passed on a voice vote
here today. I will vote no when that
voice vote is taken.

I have taken some time today to
state my reasons. It is my hope that
somewhere along the line of the legis-
lative process we will craft and struc-
ture a bill which accomplishes and ac-
commodates the objectives which, at
least from my point of view, ought to
be accomplished.

Legislation has not been passed by
the House of Representatives. It may
be that from that body legislation will
come a different bill which will meet
the objectives that I have stated. If
not, there will be an opportunity in
conference. This bill may be subject to
a veto. At least based upon the cloture
votes, there is more than a sufficient
number to veto the bill in its present
form, although that is always problem-
atical, as to whether that will occur.
That is a Presidential decision.

There ought to be a change in the
way we establish retail price fixing,
but it has to be done carefully. And de-
spite all of our efforts up until the
present time, it is the judgment of this
Senator, at least, that the present bill,
even with the Brown amendment, does
not fit that requirement. But it is
something we ought to continue to try
to work for, to have a bill which will
accomplish the interests protecting
consumers, letting legitimate price-fix-
ing cases go to the jury but excluding
cases which are unmeritorious and just
result in high costs of litigation, which
are borne by the consumer in another
form.

I yield the floor.

Mrs. KASSEBAUM. Mr. President, I
rise today in opposition of S. 429, the
Consumer Protection Against Price-
Fixing Act of 1991.
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I would like to make it clear from
the beginning, that while I oppose S.
429, I believe that vertical restraints on
price are, and clearly should be, illegal.
That rule, which remains the law
today, was first announced by the Su-
preme Court in 1911 in the Dr. Miles de-
cision. My concern with S. 429, how-
ever, is that it extends a new antitrust
standard to situations beyond in-
stances of classic price fixing.

The proposed legislation changes the
standard under which a price-fixing
suit may be brought. In this regard, S.
429 seeks to overturn the Monsanto de-
cision defining the requirements for
bringing a price-fixing lawsuit.

Under the Monsanto doctrine, a
plaintiff cannot force a manufacturer
into a jury trial on price-fixing charges
simply because its termination fol-
lowed complaints from other dealers
about its prices. In an 8-to-0 decision,
the Supreme Court held that the plain-
tiff had to offer some evidence that the
termination was part of a conspiracy
to fix prices. The Court noted that
dealers commonly complain to manu-
facturers about the prices charged by
competing dealers and that it would be
wrong to assume a conspiracy every
time a manufacturer terminated a
dealer who had been the subject of
price complaints.

I believe a manufacturer should have
the right to terminate dealers or dis-
tributors that are offering poor service,
advertising deceptively, or otherwise
not performing to quality standards, so
long as the termination is not a result
of conspiracy to maintain resale price
levels. They should be able to demand
high standards, to offer the best gual-
ity products to consumers, and to
maintain open communications with
their dealers about the marketplace. If
enacted, the bill would seriously
threaten the ability of responsible
manufacturers to terminate dealers
that are not performing to the compa-
ny'’s standards.

Under S. 429, even with the changes
effected by the Brown amendment, the
test for price fixing is too broad and
would implicate legitimate business
practices. As the Justice Department
has stated, the amendment would still
permit findings of conspiracy and price
fixing where no one has conspired and
prices have not been fixed.

If the requirements for bringing a
price-fixing case are eased, manufac-
turers could become subject to frivo-
lous lawsuits any time they terminate
a distributor. Naturally, the threat of
frivolous lawsuits, and the cost to set-
tle or litigate such suits, will be passed
on to consumers in the form of higher
prices at the wholesale level.

I am against attempts by large re-
tailers to force manufacturers to en-
gage in price-fixing conspiracies. I be-
lieve that the current antitrust stat-
utes should be enforced by both the De-
partment of Justice and private rights
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of action. However, to the extent this
bill would hold manufacturers liable
for unilateral business decisions
unconnected to a price-fixing conspir-
acy, I believe it would ultimately prove
detrimental to all consumers.

Mr. HARKIN. Mr. President, I rise to
support S. 429, the Consumer Protec-
tion Against Price Fixing Act of 1991.
S. 429 will overturn the Supreme
Court’s Sharp decision, which modified
the rule that agreements between a
supplier and a dealer to maintain
prices are per se, or automatically, il-
legal. It will also clarify the evidence
necessary to prove vertical price fix-
ing. I am an original cosponsor of this
legislation.

I want to talk about one of the major
arguments made against S. 429. Oppo-
nents of this bill argue that in some
lines of retailing, the consumers need
more information about the product
before they buy—this is called presale
service. The usual example is stereos
and TV's. Electronic equipment of this
kind often needs extensive presale
service to educate the consumer about
the products available. A person buy-
ing a CD player, for instance, needs to
find out whether they need a remote
control, or to be able to program which
order the songs will play, or whether
they need a unit that can change discs.
Retailers of these products which pro-
vide extensive service are concerned
that discounters benefit from a phe-
nomenon called free riding. Free riders
find out which stereo they want at the
full service dealer, taking advantage of
the information the full service dealer
provides, then buys the stereo at a
lower price from a discounter not offer-
ing the same level of presale service.
The manufacturers believe that by re-
quiring competitors to maintain a min-
imum price, or to charge the cus-
tomary retail markup, they will en-
courage the presale service they be-
lieve is necessary to properly market
their product.

If the goal is to ensure that a product
will get extensive presale service, then
defeating this bill is not the way to
achieve it. Manufacturers can contract
to require dealers to provide presale
service now, and they will not lose that
option under this bill. Manufacturers
can decide not to sell to a dealer that
does not present its product properly
now, and they will not lose that option
under this bill. The only thing that is
taken away under the bill is the ability
of the full price retailer and the manu-
facturer to cut off a discounter because
its prices are too low. If the retailer
contracts to provide a minimum level
of service, then price competition can
still go on, with dealers vying to pro-
vide the services as efficiently as pos-
sible.

Retail price maintenance agreements
might encourage some retailers in cer-
tain special markets—like stereo
equipment—to provide more presale
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service. But it inevitably results in
higher consumer prices, not only in the
markets where presale service is need-
ed, but also in markets where such
service is not required. In most stores
and shops, the consumer receives little
presale service. One recent case con-
cerned a large department store chain
and a children's swimwear manufac-
turer cutting off a discounter. I do not
need any help from salesclerks to find
swimsuits for my children, and I think
many other parents feel the same way.
For those Americans who are strug-
gling to get by in this recession, saving
a few dollars by going to a discount
store can make a big difference. Retail
price maintenance agreements prevent
consumers from having the choice of
how much service they want in pur-
chasing goods. Consumers usually shop
around to find the best price on mer-
chandise, not to free ride.

So current law allows manufacturers
to encourage high-service, high-price
stores by terminating stores selling
their products at too low a price. But
current law also raises retail prices of
all kinds of goods where service is not
an issue, and prevents retailers from
deciding how much service they want
to provide. The last time I checked in
Iowa, folks liked the big discount
stores. They wanted to be able to buy
products without the excess frills and
salesmanship.

What is more, some consumers do not
want presale service even in markets
where service is usually required.
While many people do not have the
time or the interest to learn about
stereos or other products, some are
willing to research on their own with-
out depending on the sales clerk to
help them decide what they want.
These people deserve to have the
choice to buy from a store for the low-
est possible price, without having to
pay for service they do not need.

The decision whether to provide serv-
ice is a marketing decision. If retailers
think they will make more money sell-
ing with full presale service than sell-
ing at a discount, that is their deci-
sion. Discounting is not immoral, and
neither is free-riding. Consumers have
the right to shop around, to learn all
they can about the products from the
dealers and any other sources they can
find, and to buy the best product they
can find at the lowest possible price.
This bill will promote vigorous com-
petition between retailers, and the con-
sumers will be the ones to benefit. I
strongly support this legislation, and
urge my colleagues to join me in vot-
ing for it.

Mr. CHAFEE. Mr. President, I would
like to take a few moments to discuss
the legislation that we will be voting
on in the next few moments: S. 429, the
Consumer Protection Against Price-
Fixing Act of 1991.

First of all, just what is this bill
about? It is not about making vertical
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price agreements—those agreements
between the manufacturer, the dis-
tributor, or the retailer—illegal. They
already are illegal. Since 1911, the Su-
preme Court has ruled that manufac-
turers cannot conspire with their deal-
ers to fix the price of their goods, and
that remains true today. Furthermore,
vertical price agreements currently are
not only illegal, but per se illegal,
meaning that they are deemed to be so
anticompetitive that they automati-
cally violate antitrust law just by their
mere existence—no ifs, ands, or buts
about it.

The illegality of vertical price agree-
ments, therefore, is not in question.
What is in question is how one goes
about proving that an illegal collusion
has occurred: what kind of evidence—
and how much—is necessary to prove a
violation; what kind of analytical test
is applied to determine an antitrust
violation, and so on. These technical
tools used in antitrust actions are
what this bill addresses.

It is important to be very clear about
the evidentiary standards used in de-
termining whether or not a per se anti-
trust violation has occurred. There
must be a way to distinguish between a
manufacturer's illegitimate termi-
nation of a retailer carried out as part
of a conspiratorial action with another
retailer, and a manufacturer’s legiti-
mate termination of a retailer for inde-
pendent, justified, and legal reasons
having nothing to do with any conspir-
acy.

Unfortunately, on the face of it,
these two situations can be difficult to
tell apart, and appearances can be de-
ceiving. Manufacturers routinely re-
ceive price complaints from one re-
tailer about another retailer. But
should a manufacturer terminate a re-
tailer about whom complaints were
made, it may not be clear whether the
complaints were part of a conspiracy to
get rid of the competing retailer, or
whether a planned, legitimate termi-
nation of a retailer simply coincided
with price complaints about that re-
tailer.

Thus, it is essential to strike a fair
balance between manufacturers and
distributors on the evidentiary stand-
ards. We must ensure that retailers
who have been unfairly cut off simply
because of their low prices can obtain
relief. At the same time, we must en-
sure that manufacturers need not fear
instant litigation every time they have
a communication with their retailers.
Without that balance, consumers lose.
If the balance is tilted too far in one di-
rection, consumers lose because retail-
ers offering low prices are cut off and
prevented from offering those goods. If
the balance is tilted too far in the
other direction, consumers lose be-
cause manufacturers facing the possi-
bility of antitrust charges for innocent
independent actions protect them-



May 9, 1991

selves by reducing the choices and
services offered.

On this point, I had concerns about
the approach taken in the bill as re-
ported by the Judiciary Committee. I
was not convinced that S. 429 struck
this important balance. Thus, I did not
vote to end debate on whether or not to
proceed to this measure; I wanted to
make sure that there would be time to
study, consider, and possibly amend
the measure.

I was pleased, therefore, that Senator
BRrROWN offered his amendment to clar-
ify the evidentiary standard in the un-
derlying bill. In my view, the amend-
ment helps to ensure that manufactur-
ers' innocent actions will not be sub-
ject to automatic interpretations of
conspiracy.

There was an understanding yester-
day before the second cloture vote that
should cloture be invoked, the Brown
amendment would be accepted by the
sponsors of S. 429. I was in support of
the Brown amendment, and therefore
voted to close debate on the bill. I be-
lieve the Brown amendment greatly
clarifies S. 429, and I intend to vote in
favor of the final amended measure.

Thank you, Mr. President.

Mr. THURMOND. Mr. President, I
rise to reiterate my opposition to S.
429, as amended. I firmly believe that
this bill, as amended, does not foster
consumer interests, and that it is af-
firmatively harmful to American busi-
ness and competitiveness.

Mr. President, in my view, S. 429 is
simply special interest legislation
masquerading as a consumer protec-
tion bill. Consumers are now protected
by the Sherman Act. That act has
worked well for 101 years—I repeat, 101
years. The Supreme Court of the Unit-
ed States, in two decisions has taken a
position that the law, as it now exists,
is fair to consumers. It has weathered
the storms of political change and di-
vergent economic thought, and has re-
mained a constant guardian of com-
petition, always balancing the inter-
ests of both consumers and business.
That is what you have to do if you are
going to compete; you have to balance
the interests of consumers and busi-
ness.

I remain very concerned that if we
enact this legislation, we tip the scale
against American business and cause
further harm to our competitive posi-
tion worldwide.

Mr. President, for these reasons, I
urge my colleagues to vote against S.
429, as amended. I remind my col-
leagues that the Bush administration
opposes this bill. President Bush and
his administration would not favor a
bill that hurts consumers. That is in-
conceivable.

As I said, this bill is a special inter-
est bill masquerading as a consumer
protection bill. The Attorney General
of the United States, who represents
all of the people of this country, would
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not favor this bill if it hurt consumers.
Who would think that he would do
that? It would be inconceivable. The
Attorney General is opposed to this
bill. He thinks it is not in the best in-
terest of the people of this country.

The chief of the Antitrust Division,
Mr. Rill, is opposed to this bill. The
Antitrust Division is the division set
up to see that there is fair trade, and
that there is competition, and that you
do not have businesses combining to
prevent competition. Mr. Rill believes
this is a bad bill. He does not think it
is in the interest of the consumers.

These are people that are appointed
by the President as members of his ad-
ministration, and they feel that this
bill is not in the interest of consumers.

The Federal Trade Commission is
also set up especially to see that there
is fair trade and to prevent combina-
tions that would hurt the public and
consumers. They are opposed to this
bill.

The American Bar Association has
studied this bill for years, and they
have concluded that it is a bad bill,
that it should not pass, that it is not in
the interest of consumers.

Many business associations oppose
this bill. Many antitrust experts op-
pose this bill. If we are going to com-
pete in the world, we had better not
pass this bill. It is not in the best in-
terest of the people of America. It is
not in the best interest of business. It
is not in the best interest of consum-
ers.

The Supreme Court has handed down
two decisions that this bill would over-
rule, two Supreme Court decisions—
one that was unanimous, and another
that was a 6 to 2 vote. So I think my
colleagues had better think well before
they vote to support this bill.

We will have a voice vote in a little
bit. But I want to say that, in my opin-
ion, if this bill passes—and should it
pass the House—we can expect a veto,
and I think the veto will be upheld.

If, after the Senate acts, something
can be worked out among the Govern-
ment agencies, the House, and the Sen-
ate, to get legislation that is not det-
rimental, that is one thing. If not, I
certainly hope the President will veto
this bill. I urge my colleagues to vote
against this bill.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from South Carolina yields the
floor.

Is there further debate?

Mr. METZENBAUM. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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The question is on the engrossment
and third reading of the bill, as amend-
ed.

The bill, as amended, was ordered to
be engrossed for a third reading, was
read the third time, and passed, as fol-
lows:

S. 429

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled, That this Act may be
cited as ‘‘The Consumer Protection Against
Price-Fixing Act of 1991".

SEC. 2. The Congress finds that—

(1) consumer welfare is greatly enhanced
by an ability to purchase goods and services
at lower prices as a result of vigorous price
competition;

(2) vertical price restraints generally have
an adverse impact on competition that re-
sults in higher consumer prices;

(3) recent court decisions have so narrowly
construed the laws against vertical price re-
straints that consumer welfare has been put
in jeopardy; and

(4) it is necessary to enact legislation that
protects the interests of consumers in vigor-
ous price competition while recognizing the
needs of manufacturers and others to main-
tain reasonable service, quality and safety
standards.

SEC. 3. The Sherman Act is amended by re-
designating section 8 and any references to
section 8 as section 9 and by inserting be-
tween section 7 and section 9, as herein re-
designated, the following new section:

““SEC. 8. (a)(1)(A) In any civil action based
on section 1 or 3 of this Act, including an ac-
tion brought by the United States or by a
State attorney general, or by the Federal
Trade Commission under section 5 of the
Federal Trade Commission Act, which al-
leges a contract, combination or conspiracy
to set, change, or maintain prices (other
than a maximum price), if pursuant to the
Federal Rules of Civil Procedure the court
finds that there is sufficient evidence, direct
or circumstantial, from which a trier of fact
could reasonably conclude that a person who
sells a good or service to the claimant for re-
sale entered into a contract, combination, or
conspiracy with a competitor of such claim-
ant to curtail or eliminate price competition
by such claimant in the resale of such good
or service, then the court shall permit the
trier of fact to consider whether such person
and such competitor engaged in concerted
action to set, change, or maintain prices for
such good or service in violation of such sec-
tion.

‘“(B) For purposes of paragraph (1), the
court shall find the existence of ‘sufficient
evidence' that a person who sells a good or
service entered into a contract, combination,
or conspiracy if the claimant presents evi-
dence that such person—

“(1) received from a competitor of the
claimant an express or reasonably implied
request or demand that the seller take steps
to curtail or eliminate price competition by
the claimant in the resale of such good or
service, and

‘(1) terminated the claimant as buyer of
such good or service for resale or refused to
continue to supply to the claimant some or
all of such goods or services requested by the
claimant and such request or demand was
the major cause of such termination or re-
fusal to continue to supply.

‘(C) For purposes of subparagraph (B)(ii),
no such request or demand shall be deemed
to constitute the major cause of such termi-
nation or refusal to continue to supply un-
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less, at a minimum, there is evidence that
such person—

‘(1) expressly or impliedly acquiesced to
the request or demand, or

**(ii) expressly or impliedly threatened, or
took actions, in addition to the termination
or refusal to continue to supply at issue in
the case, to curtail or eliminate price com-
petition by the claimant or others engaged
in the resale of goods or services.

‘(D) A decision by such person to alter,
wholly or in part, its distribution policy
through adoption of exclusive distributor
outlets or vertical location, customer or ter-
ritorial clauses shall not constitute an ac-
tion to curtail or eliminate price competi-
tion for purposes of subparagraph (C)(ii).

“(2) In making its determination with re-
spect to the existence of a contract, com-
bination or conspiracy, the court shall con-
sider evidence in rebuttal supporting any ac-
tual, bona fide nonprice business justifica-
tion for the termination of the claimant or
the refusal to continue to supply the claim-
ant.

*“(3) The court: shall not permit the trier of
fact to consider whether such person and
such competitor engaged in concerted action
to set, change, or maintain prices for such
goods or service in violation of such section
if the court determines that the trier of fact
could only find that such person and such
competitor engaged in concerted action by
making inferences which are implausible.

“(b) In any civil action based on section 1
or 3 of this Act, including an action brought
by the United States or by a State attorney
general, or by the Federal Trade Commission
under section 5 of the Federal Trade Com-
mission Act, which alleges a contract, com-
bination, or conspiracy to set, change or
maintain prices, the fact that the seller of a
good or service and the purchaser of a good
or service entered into an agreement to set,
change or maintain the resale price of a good
or service shall be sufficient to constitute a
violation of such section, except that this
section shall not apply when the agreement
to set, change, or maintain the resale price
of a good or service in an agreement to set,
change, or maintain the maximum resale
price of a good or service. Such maximum re-
sale price agreements shall not be deemed il-
legal per se; such agreements shall be judged
on the basis of their reasonableness, taking
into account all relevant factors affecting
competition in the relevant market for the
good or service that is the subject of the
agreement. An agreement between the seller
of a good or service and the purchaser of a
good or service to terminate another pur-
chaser as a dealer or to refuse to continue to
supply such other purchaser shall constitute
a violation of such section if such pur-
chaser's discount pricing was the major
cause of such termination or refusal to con-
tinue to supply, whether or not a specific
price or price level is agreed upon.”.

SEC. 4. Nothing in this Act shall be con-
strued to change the requirement of the
Sherman Act that a violation of section 1 or
3 of that Act may only be found upon a de-
termination that the defendant entered into
an illegal contract, combination, or conspir-
acy.

SEC. 5. Nothing in this Act shall affect the
application of the rule of reason standard to
vertical location clauses or wvertical terri-
torial restrains under the antitrust laws, or
the existing state of law with respect to
other types of nonprice vertical restraints.

Mr. METZENBAUM. Mr. President, I
move to reconsider the vote.
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Mr. RUDMAN. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

MORNING BUSINESS

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that there now
be a period for morning business with
Senators permitted to speak therein.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. METZENBAUM. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. RIEGLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
BuMPERS). Without objection, it is so
ordered.

Mr. RIEGLE. Mr. President, I ask
unanimous consent to proceed for ap-
proximately 10 minutes with a state-
ment on a bill I am introducing today.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Michigan is recog-
nized.

Mr. RIEGLE. I thank the Chair.

(The remarks of Mr. RIEGLE pertain-
ing to the introduction of S. 1019 are
located in today’s RECORD under
‘‘Statements on Introduced Bills and
Joint Resolutions.”)

REFUGEE RELIEF AUTHORIZATION
BILL

Mr. KENNEDY. Mr. President, I give
my strong support to H.R. 2122, the dire
emergency supplemental authorization
bill. This bill authorizes $4 million in
emergency assistance to the 1.5 million
Kurdish refugees who are suffering
under desperate conditions in Iran,
Turkey, and Iraq.

Rarely, if ever, has the world wit-
nessed a refugee crisis of this mag-
nitude. Rarely has there been such a
tragic exodus of men, women, and chil-
dren from their homes and their home-
land.

I urge all my colleagues to join me in
supporting this supplemental appro-
priation and ensuring that immediate
humanitarian assistance is provided to
the long-suffering Kurdish people.

Mr. RIEGLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER [Mr.
LEAHY]. Without objection, it is so or-
dered.
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RECESS

Mr. BUMPERS. Mr. President, I ask
unanimous consent that the Senate
stand in recess until the hour of 4:45
p.m.

There being no objection, the Senate,
at 3:40 p.m. recessed until 4:45 p.m.;
whereupon, the Senate reassembled
when called to order by the Presiding
Officer [Mr. SIMON].

The PRESIDING OFFICER. The
Chair, in his capacity as a Senator
from Illinois, suggests the absence of a
quorum. The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOLE. Mr. President, I ask unan-
imous consent that the order for a
quorum call be rescinded.

The PRESIDING OFFICER [Mr. LAuU-
TENBERG]. Without objection, it is so
ordered.

RECESS

Mr. DOLE. Mr. President, I move
that the Senate stand in recess until
5:45 p.m.

The motion was agreed to and at 5:33
p.m., the Senate recessed until 5:46
p.m., when called to order by the Pre-
siding Officer [Mr. LAUTENBERG].

The PRESIDING OFFICER. The
Chair, in his capacity as a Senator
from the State of New Jersey, suggests
the absence of a quorum.

The clerk will please call the roll.

The legislative clerk proceeded to
call the roll.

Mr. CONRAD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

COMMENDING THE ESTABLISH-
MENT OF AN AMERICAN POW/
MIA OFFICE IN HANOI

Mr. CONRAD. Mr. President, I ask
unanimous consent that the Foreign
Relations Committee be discharged
from further consideration of Senate
Resolution 118, and I ask for its imme-
diate consideration.

Mr. SMITH. Reserving the right to
object, Mr. President. I will not object
to this resolution, but would like to
make a comment regarding it.

Our State Department policy, to be
very brief, used to be that no office
would be set up until the level of activ-
ity justified setting it up in Vietnam
and that we had received assurances
from Vietnam that there would be
more progress on the MIA issue; most
specifically, access to the country in
terms of crash sites, in terms of
records, and in terms of the prison sys-
tem.

I spoke with Senator McCAIN a short
time ago and he gave me his assurances
that General Vessey has those assur-
ances from the Vietnamese in writing.
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For that reason and because of the
respect that I have for Senator McCAIN
and the fact that we all share the same
goals here, Mr. President, I withdraw
my objection.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The clerk will report.

The legislative clerk read as follows:

A resolution (S. Res. 118) commending the
agreement for the establishment of an Amer-
ican POW/MIA office in Hanoi, Vietnam, and
recommmending that such office be authorized
to serve as a liaison between the families of
Americans missing-in-action and the Gov-
ernment of Vietnam.

The PRESIDING OFFICER. Is there
objection to the immediate consider-
ation of the resolution?

There being no objection, the Senate
proceeded to consider the resolution.

The PRESIDING OFFICER. The
question is on agreeing to the resolu-
tion.

The resolution (S. Res.
agreed to.

The preamble was agreed to.

The resolution, with its preamble, is
as follows:

118) was

8. REs. 118

Whereas 18 years have passed since the
United States withdrew its armed forces
from Vietnam, and 16 years have passed
since the conclusion of the Vietnam conflict;

Whereas 2,276 Americans are listed as miss-
ing and unaccounted for as a result of the
Vietnam conflict;

Whereas many families of Americans miss-
ing-in-action believe their relatives are alive
and held against their will in Vietnam;

Whereas senior Vietnamese officials have
assured members of Congress that the Gov-
ernment of Vietnam will allow the families
of Americans missing-in-action in Vietnam
to investigate, in Vietnam, reports of
sightings of live Americans;

Whereas on April 20, 1991, Vietnamese For-
eign Minister Nguyen Co Thach and the
President’'s Special Emissary for POW/MIA
affairs, General John Vessey agreed, on be-
half of their governments, to establish a
POW/MIA office in Hanoi to be operated by
United States Government officials;

Whereas the establishment of the POW/
MIA office is intended to facilitate greater
cooperation between the governments of the
United States and Vietnam on POW/MIA
matters, including joint field investigations
and information research in Vietnam; and

Whereas many families of Americans miss-
ing-in-action desire the opportunity to par-
ticipate in determining the fates of their rel-
atives: Now, therefore, be it

Resolved, That the Senate commends Gen-
eral Vessey and Foreign Minister Thach, and
the governments of the United States and
Vietnam for agreeing to establish an Amer-
ican POW/MIA office in Hanoi, Vietnam, and
calls for the immediate establishment of the
office.

SEC. 2. It is the sense of the Senate that, in
addition to its functions described in a joint
statement by General Vessey and Foreign
Minister Thach released on April 20, 1991, the
POW/MIA office should be authorized to
serve as a liaison between the families of
Americans missing-in-action and the Gov-
ernment of Vietnam through which the fami-
lies can make arrangements with the Gov-
ernment of Vietnam to investigate the fates
of their relatives.
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SEC. 8. For purposes of this resolution—

(1) the term “POW" means prisoner of war
in Southeast Asia; and

(2) the term ‘‘MIA" means members of the
United States Armed Forces and United
States civilians mission-in-action in South-
east Asia.

SEC. 4. The Secretary of the Senate shall
transmit a copy of this resolution to the
President and the Secretary of State.

Mr. CONRAD. Mr. President, I move
to reconsider the vote by which the
resolution was agreed to.

Mr. SMITH. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. CONRAD. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. AKAKA. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

COMMENDATION OF FEDERAL CI-
VILIAN PERSONNEL IN OPER-
ATION DESERT STORM/SHIELD

Mr. AKAKA. Mr. President, I send a
concurrent resolution to the desk, and
I ask unanimous consent that the Sen-
ate proceed to its immediate consider-
ation.

The PRESIDING OFFICER. The
clerk will report the concurrent resolu-
tion by title.

The assistant legislative clerk read
as follows:

A concurrent resolution (8. Con. Res. 36)
tha.nking and commending this Nation's Fed-
eral civilian employees for their contribu-
tions to Operation Desert Shield and Oper-
ation Desert Storm.

The PRESIDING OFFICER. Is there
objection to proceeding to consider the
concurrent resolution? Without objec-
tion, it is so ordered.

The Senate proceeded to consider the
concurrent resolution.

The PRESIDING OFFICER. Is there
debate on the concurrent resolution?

The Senator from Hawaii.

Mr. AKAKA. Mr. President, I rise in
support of legislation which recognizes
and commends our Nation’s Federal ci-
vilian personnel for their enormous
contribution to Operations Desert
Shield and Desert Storm. I am pleased
that several of my colleagues are join-
ing me in this effort. Senators ADAMS,
BuURDICK, MIKULSKI, ROBB, and SAR-
BANES are cosponsors of this note-
worthy resolution, and I deeply appre-
ciate their support to honor our Fed-
eral civilian personnel.

There is no doubt that our Armed
Forces personnel exhibited the highest
form of honor and professionalism dur-
ing the Persian Gulf crisis. We should
take this opportunity, however, to also
express our appreciation to the thou-
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sands of Federal civilian employees
whose untiring efforts assisted in the
successful execution of Operations
Desert Shield and Desert Storm.

These dedicated and committed em-
ployees certainly set a standard of ex-
cellence and performance in carrying
out their duties and responsibilities.
Although we did not read about their
efforts on the front pages of our news-
papers, their ‘“behind-the-scenes’ con-
tributions undoubtedly helped to as-
sure the success of this operation.

Of the thousands of men and women
sent to the Middle East, over 4,000 were
Federal civilian employees who were
relocated to work in the Persian Gulf
theater of operations. An additional
20,000 Federal employees were called to
active duty as reservists and thousands
more reservists were asked to support
the additional work requirements
across this Nation and around the
world.

Our Federal civilian employees met
this Nation’s call to duty with distinc-
tion. Working under severe time con-
straints, unrelenting pressure and
seemingly insurmountable logistical
problems, our Federal civilian employ-
ees overcame these obstacles and reso-
lutely met their tasks. I commend
these fine Americans and extend my
gratitude for their contributions dur-
ing this crisis.

The PRESIDING OFFICER. If there
is no further debate, the question is on
agreeing to the concurrent resolution.

The resolution (S. Con. Res. 36) was
agreed to.

The preamble was agreed to.

The concurrent resolution and its
preamble are as follows:

8. CoN. RES. 36

Whereas American and Allied forces were
resoundingly successful in carrying out their
mandate to liberate Kuwait pursuant to
United Nations Security Council resolutions;

Whereas a key factor in bringing that out-
come about was the transporting of over
500,000 United States troops, almost half a
million tons of ammunition, and approxi-
mately 100,000 motorized vehicles to the Per-
sian Gulf region, representing the most mas-
sive movement of troops, supplies, and mate-
riel that the world has ever seen, and which
could not have been achieved without the
tireless efforts of this Nation's Federal civil-
ian employees;

Whereas more than 4,000 Federal civilian
employees were relocated to work in the Per-
sian Gulf theater of operations, over 20,000
Federal civilian employees were called to ac-
tive duty as reservists, and thousands of
other Federal civilian employees in the Unit-
ed States and around the world contributed
to the war effort in ways too many to enu-
merate;

Whereas Federal civilian employees, de-
spite seemingly insurmountable logistical
problems, unrelenting pressure, and severe
time constraints, successfully accomplished
what this Nation asked of them in a manner
consistent with the highest standards of ex-
cellence and professionalism; and

Whereas Federal civilian employees are
truly among the unsung heroes in Operation
Desert. Shield and Operation Desert Storm:
Now, therefore, be it
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Resolved by the Senate (the House of Rep-
resentatives concurring), That the Congress
hereby—

(1) expresses its deepest gratitude to this
Nation's Federal civilian employees for their
contributions to Operation Desert Shield and
Operation Desert Storm; and

(2) commends and congratuiates this Na-
tion's Federal civilian employees on a job su-
perbly done.

Mr. AKAKA. Mr. President, I move to
reconsider the vote by which the con-
current resolution was agreed to. I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. AKAKA. Mr. President, I would
like it to be known that this action
was cleared on the Republican side.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER (Mr. HAR-
KIN). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. MURKOWSKI. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Alaska is recog-
nized.

Mr. MURKOWSKI. I thank the Chair.

(The remarks of Mr. MURKOWSKI per-
taining to the introduction of S. 1037
are located in today’s RECORD under
“Statements on Introduced Bills and
Joint Resolutions,” and the remarks
pertaining to the submission of Senate
Resolution 124 are located in today's
RECORD under “‘Submission of Concur-
rent and Senate Resolutions.”)

IN HONOR OF MARIE MAJEWSKE
OF ALASKA

Mr. MURKOWSKI. Mr. President, I
rise today to applaud and commend the
outstanding efforts of Marie Majewske
of Alaska for her diligent work with
Alaskans for Recriminalization of
Marijuana. Marie served honorably as
the chairperson of this organization.

For many years, Marie Majewske
worked with education-related groups
which supported the recriminalization
of marijuana. Most recently, Marie col-
lected over 2,500 signatures—her hus-
band, Otto, collected 1,500—which
called for the recriminalization issue
to be considered on the November 1990
ballot.

Although threats of physical harm
and damage to her property were made
during the preballot period, Marie
never wavered in her commitment to
recriminalize the use of marijuana in
the State of Alaska. As Marie stated,
she was doing this for the youth of
Alaska. She strongly believed that
Alaska youth had the right to grow up
in a drug-free society.

I am proud to know Marie and re-
spect her greatly. Her efforts were in-
strumental in achieving a victory last
November. Our youth in Alaska can
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say ‘‘no” to drugs knowing that the use
of marijuana is illegal because the ma-
jority of voters in Alaska took that po-
sition last fall.

The citizens of the State of Alaska
can be proud of one of their own who
courageously and tirelessly worked to
champion an important goal. Her work
has not gone unnoticed or
unappreciated by this Senator. To
Marie, I thank you.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. PELL. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

PASSAGE OF THE KURDISH
RELIEF BILL

Mr. PELL. Mr. President, this legis-
lation provides authorization for essen-
tial assistance to the Kurdish people
made homeless by the brutal policies of
the Saddam Hussein regime. More than
2 million people have sought refuge
along Iraq’s borders with Turkey and
Iran. We have all been deeply moved by
the television images of dehydrated ba-
bies lying listless on the ground, star-
ing hollow eyed into an uncertain fu-
ture.

After a too long delay, the inter-
national community is now taking care
of the material needs of the 800,000 ref-
ugees along the Turkey border. There
is an urgent need for assistance to the
larger number of refugees along the
Iranian border and this, in turn, will
require greater cooperation from the
Iranian Government.

This legislation addresses the hu-
manitarian needs of the Kurdish peo-
ple. The larger problem, however, is a
political and military one.

As long as Saddam Hussein is in
power, the Kurds will be at risk of
slaughter by the Iraqi Army. The Unit-
ed States and its coalition allies now
occupy a significant part of northern
Iraq. This safe haven, which I hope will
soon be expanded to include the city of
Dihok, can accommodate up to 1 mil-
lion of the Kurdish refugees. To accom-
modate all refugees a further expansion
to the east and south is required.

This is not a situation from which we
can easily extricate ourselves. If we
pull out while Saddam is still in power,
the Kurds will leave with us or face
death. I woud hope, therefore, that a
very high diplomatic priority be given
to creating an international force, pref-
erably under the auspices of the United
Nations, to protect the Kurdish popu-
lation of Iraq from the Iraqi police and
army.

If the current negotiations between
the Baghdad regime and the Kurds
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produce agreement on Kurdish auton-
omy, then there is a way for the United
States to get out of Irag. But we can
only do so if there are credible inter-
national guarantees for the autonomy
arrangement including a mandate for
the use of force if Iraq violates the
terms of any Irag-Kurd deal.

Ultimately, we cannot forget that
Saddam Hussein is the root of our
problem in this region. Unfortunately,
we may have lost our best opportunity
to get rid of him, and he is now much
stronger than he was 2 months ago.

Saddam Hussein and his regime have
committed grievous violations of inter-
national law of which the slaughter of
the Kurds and the occupation of Ku-
wait are but two examples. So far, Iraq
has not even honored the conditions
contained in U.N. Resolution 687 for
the cease-fire. Among other things, all
Kuwaiti prisoners have not been re-
turned home or accounted for. The list
of Iraq’s weapons of mass destruction
sent to the United Nations is incom-
plete.

A regime with this sort of record can-
not be reintegrated into the inter-
national community. It is a pariah re-
gime and should be treated as such.
The world community must not treat
Saddam Hussein and his Ba’ath Party
clique as the legitimate rulers of Iraq,
but rather, should in every way empha-
size its illegitimacy.

The PRESIDING OFFICER. The Sen-
ator from South Dakota.

Mr. PRESSLER. Mr. President, I ask
unanimous consent to speak as in
morning business.

The PRESIDING OFFICER. The
Chair informs the Senator we are in
morning business at this time.

HOLDING THE LINE AGAINST NU-
CLEAR PROLIFERATION IN
SOUTH ASIA

Mr. PRESSLER. Mr. President, I be-
lieve we should hold the line against
nuclear proliferation in South Asia.

Last month the President submitted
to Congress an important foreign aid
reform bill. The President’s proposal
would eliminate a number of inconsist-
encies in the existing foreign aid law
and grant the Executive greater flexi-
bility in conducting the foreign policy
of this Nation. I welcome this initia-
tive and agree that foreign aid reform
is long overdue.

Regrettably, the President’s package
also strikes an important nuclear non-
proliferation provision that applies to
Pakistan. Under current law all foreign
assistance to Pakistan is prohibited
unless the President certifies to Con-
gress that Pakistan does not possess a
nuclear weapon. This year, the Presi-
dent has not been able to certify that
Pakistan does not possess a nuclear
weapon. Consequently, all economic
and military assistance to Pakistan
currently is on hold.
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This nonproliferation provision is
known as the Pressler amendment be-
cause I offered it as an amendment in
1985 during markup of the Foreign Aid
Authorization Act. At that time, the
administration welcomed my amend-
ment. In fact, at that time the admin-
istration supported my amendment.
There were efforts by some members of
the Foreign Relations Committee to
curtail all United States assistance to
Pakistan at that time and therefore
my amendment was seen as a com-
promise which resulted in aid going
forward to Pakistan. In 1985, Pakistan
faced 120,000 Soviet troops on her bor-
der, repeated cross-border raids from
Afghanistan, and wanton acts of So-
viet-inspired terrorism in the crowded
bazaars of Peshawar and Islamabad. A
draconian cut in foreign assistance to
Pakistan would have undermined the
security interests of both Pakistan and
the United States.

Nonetheless, I believed, and the ad-
ministration agreed, that it was impor-
tant to send a strong but fair message
of our concern to Pakistan. I offered an
administration-supported compromise
provision to establish a clear policy on
assistance to Pakistan. That standard
merely requires the President to cer-
tify that Pakistan does not possess a
nuclear weapon. If the President can
make the certification, generous levels
of economic and military assistance
are available.

Indeed, since the amendment was
adopted, Congress annually has sup-
ported the President’s request for both
security assistance and economic as-
sistance. Until last year, Pakistan was
among the largest recipients of United
States foreign assistance. There should
be no doubt in the mind of any Paki-
stani about the American commitment
to help. The Pressler amendment sets a
fair standard. It offers no surprises. It
has been on the books now for 6 years.
Pakistani officials are well aware of
the provision. They have been re-
minded of it time and again by senior
U.8. officials.

I regret that our friends in Pakistan
appear to have chosen the nuclear
route. I do not know whether Pakistan
possesses a nuclear weapon. But the
fact of the matter is, the President
cannot certify that Pakistan does not
possess such a weapon or the compo-
nents to assemble one.

I do hope that the administration
and the Government of Pakistan can
work past this current impasse. I high-
ly value the bonds of friendship be-
tween Pakistan and the United States.
Pakistan has stood stalwartly with the
Afghan freedom fighters since the bru-
tal Soviet invasion. She has sheltered
the largest refugee population in the
world. During the recent Persian Gulf
crisis, Pakistan’'s government, led by
Prime Minister Nawaz Sharif, stood
courageously with the United States—
despite pressure from powerful ele-
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ments of the Pakistani military. In
fairness to Pakistan, the Government
of India has been less than forthcoming
in its efforts to address proliferation is-
sues on the subcontinent. We must
keep in mind that if was India—not
Pakistan—that exploded a nuclear de-
vice in the early seventies.

In the meantime, the Congress
should not retreat from a fair and prin-
cipled policy governing nonprolifera-
tion in South Asia. Eliminating the
Pressler amendment in no way would
further our nonproliferation objectives
in South Africa. The President’s pro-
posal to strike the Pressler amendment
does not appear to stem from any pol-
icy disagreement between Congress and
the administration. In a letter dated
April 12, 1991, the President indicated
that this action is consistent with his
approach of removing country specific
provisions from the current Foreign
Assistance Act—not because he dis-
agrees with the substance of the provi-
sions.

The President indicated that he will
continue to hold Pakistan to the same
standard as embodied in the Pressler
amendment. His letter states:

While the proposed elimination of the
Pakistan-specific certification requirement
is intended to uphold the general principle of
Presidential anthority, I will continue to in-
sist on unamb!guous specific steps by Paki-
stan in meeting nonproliferation standards,
including those specifically reflected in the
omitted language known as the Pressler
amendment, ‘“Satisfaction of the Pressler
standard will remain the essential basis for
exercising the national interest waiver that
is in the administration’s proposal.”

Thus, the President of the United
States is saying that the administra-
tion is still going to adhere to the
Pressler standard even if the Pressler
amendment is repealed, although it is
recommending that the Pressler
amendment be repealed. My feeling is
if we are going to adhere to the same
standard, we might as well leave the
amendment as it is.

Mr. President, it is clear that the
President has no substantive disagree-
ment with the Pressler amendment. In
fact, as I have already noted, in 1985
the administration wanted the amend-
ment. And I should point that out.

There was an editorial in one of the
Washington papers recently, the Wash-
ington Times, saying that my amend-
ment in 1985 represented micromanage-
ment of foreign policy, but the amend-
ment actually was supported by the ad-
ministration at that time because it
wanted the economic and military aid
to Pakistan to go forward.

Since the administration supports
the intent of the amendment, it is im-
portant to retain it as a component of
the Foreign Assistance Act. Frankly, I
do not believe that the administration
has made a persuasive argument for
eliminating this provision from the
law.
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While this President has pledged to
hold Pakistan to the Pressler standard,
I believe that it is important for Con-
gress to express a clear view on this
issue as well. Therefore, when the For-
eign Assistance Act authorization leg-
islation comes before the Foreign Rela-
tions Committee, I intend to oppose
any efforts to eliminate the Pressler
amendment. I am pleased to note that
the House Foreign Affairs Subcommit-
tee on South Asian and Pacific Affairs
last month decided to leave the Pres-
sler provision on the books.

Mr. President, I ask unanimous con-
sent that the President’s letter to the
Senate and a recent Washington Post
article on this issue be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE WHITE HOUSE,
Washington, April 12, 1991.
Hon. J, DANFORTH QUAYLE,
President of the Senate,
Washington, DC.

DEAR MR. PRESIDENT: I attach great impor-
tance to the proposed *International Co-
operation Act of 1991," which we are submit-
ting for congressional consideration. Sec-
retary Baker and I look forward to working
closely with the Congress to ensure its
prompt enactment.

Events in recent months have dramatically
illustrated the growing urgency for flexible
and rapidly available economic, military,
and humanitarian assistance as a vital in-
strument of American foreign policy, Before
us loom international opportunities and
challenges as promising as any our nation
has faced since the end of the Second World
War. Yet the law governing foreign assist-
ance has become so complex, splintered and
restrictive that it no longer serves our essen-
tial national interests and aspirations. The
shortcomings of existing law are likely to
become even more pronounced and damaging
as we move ahead through the volatile tran-
sition to a new world order.

Together, we must regain the essentials of
administrative simplicity, flexibility, ac-
countability, and clarity of purpose that
originally characterized the Foreign Assist-
ance Act of 1961. The world, of course, has
changed fundamentally since then, espe-
cially during the two years following our
last effort to reform the law governing for-
eign assistance. What have not changed,
however, are the basic values and national
outlook that motivate our foreign assist-
ance.

My overarching goal is for the United
States to remain at the forefront of a world
community that is increasingly democratic,
market-oriented, and willing and able to co-
operate against aggression. The urgently
needed reforms I propose would restore the
necessary coherence and flexibility to pursue
effectively the five basic and closely inter-
related objectives that now frame our for-
eign policy: promoting and consolidating
democratic values, promoting market prin-
ciples and strengthening U.S. competitive-
ness, promoting peace, protecting against
transnational threats, and meeting urgent
humanitarian needs.

All of the continuing programs that have
been included in the proposed legislation are
essential to our national interest, at least in
the short run. I fully recognize, however,
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that pressures to adjust to new international
realities are rapidly increasing, and, in the
years immediately ahead, we must work en-
ergetically together to meet the new chal-
lenges they are producing. We must also
reach these important, if difficult, decisions
within the constraints imposed by the Budg-
et Enforcement Act of 1990.

In my March 6 address to the Joint Session
of Congress, I observed that our nation can-
not lead internationally if we propose poli-
tics as usual in devising and implementing
foreign assistance. I asked Congress to work
with me to put an end to micromanagement
of all of our foreign economic, security, and
humanitarian assistance programs. Each of
these programs must become part of a coher-
ent strategy that will advance a foreign pol-
icy worthy of our deepest and most abiding
national aspirations. Without the flexibility
provided for in the proposed International
Cooperation Act it will be impossible to
forge such coherence and to sustain the
international leadership that we both desire.

On my part, I pledge to work closely and
cooperatively with the Congress throughout
each stage of the foreign policy-making
process so that you can fully meet your re-
sponsibilities under the Constitution. But I
am also convinced that we will be unable to
deal with the momentous—and often unpre-
dictable—events of today’s world if Congress
continues to restrict presidential preroga-
tives. Such micromanagement must not be
part of this legislation.

In seeking to restore the proper balance of
congressional and presidential authority in
the conduct of foreign policy, the Adminis-
tration's proposal deletes the many restric-
tions, prohibitions, burdensome reports, un-
necessary reporting requirements and statu-
tory waiting periods that have accumulated
over several decades. The proposed revisions
will significantly strengthen our capacity to
respond positively and effectively to a rap-
idly changing environment, while reducing
the risk of missed opportunities.

The restitution of presidential authorities
would extend to all aspects of the proposed
legislation. One especially sensitive and im-
portant area concerns nuclear nonprolifera-
tion. Consistent with our approach of remov-
ing country-specific provisions, the Adminis-
tration's proposal does not contain a specific
provision on assistance to Pakistan, as stip-
ulated in the current Foreign Assistance
Act.

Nevertheless, I give the Congress my un-
equivocal assurance that my position on the
critical issue of preventing nuclear prolifera-
tion in South Asia and elsewhere will not
weaken. While the proposed elimination of
the Pakistan-specific certification require-
ment is intended to uphold the general prin-
ciple of presidential authority, I will con-
tinue to insist on unambiguous specific steps
by Pakistan in meeting nonproliferation
standards, including those specifically re-
flected in the omitted language, known as
the Pressler Amendment. Satisfaction of the
Pressler standard will remain the essential
basis for exercising the national interest
waiver that is in the Administration’s pro-
posal in order to resume economic and mili-
tary assistance to Pakistan. By adopting
this policy firmly and publicly as the Admin-
istration’s position, my intention is to send
the strongest possible message to Pakistan
and other potential proliferators that non-
proliferation is among the highest priorities
of my Administration's foreign policy, irre-
spective of whether such a policy is required
by law.

The proposed legislation addresses many
complex and difficult issues, with profound
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political and moral implications for Ameri-
ca’s global role. But the world we seek to in-
fluence is in the throes of an historic transi-
tion that creates special opportunities and
responsibilities for our nation., The process
by which we resolve our differences will be as
important to the effectiveness of our foreign
policy as the decisions finally taken. I hope
that you will find this proposal to be an ap-
propriate foundation for building such co-
operation, and moving forward to revitalize
forelgn assistance so as to serve better our
most fundamental values and interests.
Sincerely,
GEORGE BUSH.

[From the Washington Post, Apr. 25, 1991]
HILL PRESSED TO LIFT CURB ON PAKISTAN
(By Steve Coll)

NEW DELHL—The Bush administration,
while pledging an aggressive campaign to
stop the spread of nuclear weapons in vola-
tile South Asia, is lobbying Congress to re-
peal a measure that bans U.S. aid to Paki-
stan because of that country's attempts to
build an atomic bomb, according to sources
on Capitol Hill.

Democrats in Congress who have been ac-
tive on the nuclear proliferation issue say
they are determined to defeat the president’s
attempt, which if successful would provide
the administration new freedom to refurbish
Washington's badly frayed relationship with
Islamabad, long a close U.S. ally.

The tussle over the measure, known as the
Pressler amendment after Sen. Larry Pres-
sler (R.-S.D.), highlights the quandaries the
United States faces as it attempts to reorder
priorities and alliances in the aftermath of
the Cold War. In the case of South Asia,
Washington’s stated priorities have shifted
during the past two years from geopolitical
competition with the Soviet Union to halt-
ing the spread of weapons of mass destruc-
tion in an unstable region of the developing
world.

The administration’s effort to repeal the
Pressler amendment is part of broader legis-
lation proposed earlier this month that
would restrict Congress's ability to impose
conditions on the disbursement of U.S. for-
eign aid. In a letter accompanying the bill,
Bush offered his ‘“‘unequivocal assurance
that repeal of the amendment would not
weaken his administration’s commitment to
preventing nuclear proliferation in South
Asia. “Satisfaction of the Pressler standard
will remain the essential basis’ for deciding
whether or not to give aid to Pakistan in the
future, Bush wrote.

Democrats in Congress say that promise is
not enough. “‘I just don't see that it's pos-
sible or prudent to repeal legislation that
has been the foundation of our nonprolifera-
tion policy in South Asia,” said Rep. Ste-
phen Solarz (D-N.Y.), chairman of the House
foreign affairs subcommittee on Asian and
Pacific affairs and long an active supporter
of the Pressler amendment, Solarz and other
Democrats predicted that the repeal at-
tempt, and probably the broader foreign aid
bill, called the International Cooperation
Act, would be defeated.

The question frequently debated about the
Pressler amendment is whether banning aid
to Pakistan because of its nuclear program
without similarly pressuring India, Paki-
stan's longstanding rival, furthers or hinders
the goal of limiting nuclear arms in South
Asia, site of five wars and countless crises
during the past four decades. India tested a
nuclear bomb in 1975; Pakistan has never
tested a device, but is believed by the United
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States to possess at least one in virtually as-
sembled condition.

Supporters of the Pressler amendment
argue that it sends a strong message that the
United States will not reward countries that
expand their nuclear weapons programs. Op-
ponents, including some members of the
Bush administration, say the Pressler aid
ban has reduced U.S. influence in Pakistan
at a time when that country is making fate-
ful decisions about its military and political
future.

Last October, because of the administra-
tion's conviction that Pakistan had virtually
constructed a nuclear bomb, Washington
halted almost all economic and military aid
to Islamabad, which was then the third-larg-
est recipient of U.S. assistance. Since then,
Pakistan and India have moved openly to-
ward a state of low-level mutual nuclear de-
terrence, ratifying a treaty banning attacks
on each other's nuclear facilities and propos-
ing safeguards to prevent accidental nuclear
attacks.

Mr. PRESSLER. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HARKIN. Mr. President, I ask
unanimous consent that the order for
the gquorum call be rescinded.

The PRESIDING OFFICER (Mr.
KERREY). Without objection, it is so or-
dered.

UNANIMOUS-CONSENT AGREE-
MENT—EXECUTIVE CALENDAR

Mr. HARKIN. Mr, President, as in ex-
ecutive session, I ask unanimous con-
sent that at 2:156 p.m., on Tuesday, May
14, the Senate proceed to consider, en
bloe, the following treaties: Executive
Calendar 2, Executive Calendar 3, Exec-
utive Calendar 4, and Executive Cal-
endar 5.

I further ask unanimous consent that
there be 10 minutes overall, equally di-
vided between the chairman and rank-
ing member of the Committee on For-
eign Relations, or their designees; that
no amendments, reservations or under-
standings, other than those rec-
ommended by the committee, be in
order; and that no motions to recom-
mit be in order.

I further ask unanimous consent that
the recommended understandings to
Executive Calendar 5 be considered as
having been proposed and agreed to;
provided further, one vote count as
four votes on the four items; that the
President be immediately notified of
the Senate's action; and that the Sen-
ate return to legislative session follow-
ing the vote.

I further ask unanimous consent that
these four treaties be considered as
having passed through their various
parliamentary stages up to and includ-
ing the presentation of the resolutions
of ratification.

The PRESIDING OFFICER. Without
objection, it is so ordered.



May 9, 1991

EXECUTIVE CALENDAR

Mr. HARKIN. Mr. President, I ask
unanimous consent that the Senate
proceed to executive session to con-
sider all of the nominations reported
today by the Committee on the Judici-

ary.

I further ask unanimous consent that
the nominees be confirmed en bloc;
that any statements appear in the
RECORD as if read; that the motions to
reconsider be laid upon the table en
bloc; that the President be imme-
diately notified of the Senate’s action;
and that the Senate return to legisla-
tive session.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The nominations considered and con-
firmed en bloc are as follows:

THE JUDICIARY

William Harold Albritton III, of Alabama,
to be U.8. district judge for the Middle Dis-
trict of Alabama.

Marilyn L. Huff, of California, to be U.8.
district judge for the Southern District of
California.

Wm. Fremming Nielsen, of Washington, to
be U.S. district judge for the Eastern Dis-
trict of Washington.

Frederick L. Van Sickle, of Washington, to
be U.S. district judge for the Eastern Dis-
trict of Washington.

Henry M. Herlong, Jr., of South Carolina,
to be U.8. district judge for the District of
South Carolina.

DEPARTMENT OF JUSTICE

Richard D. Bennett, of Maryland, to be
U.8. attorney for the District of Maryland
for the term of 4 years.

Harry A. Rosenberg, of Louisiana, to be
U.S. attorney for the Eastern District of
Louisiana for the term of 4 years.

Michael Chertoff, of New Jersey, to be U.S.
attorney for the District of New Jersey for
the term of 4 years.

Willie Greason, Jr., of Missouri, to be U.8.
marshal for the Eastern District of Missouri.

Jose R. Mariano, of Guam, to be U.S. mar-
shal for the District of Guam and concur-
rently U.S. marshal for the District of the
Northern Mariana Islands for the term of 4
years.

Larry J. Joiner, of Missouri, to be U.S.
marshal for the Western District of Missouri.
STATEMENT ON THE NOMINATION OF JUDGE
HENRY HERLONG

Mr. THURMOND. Mr. President, I
would like to voice my strong support
for Judge Henry Herlong, President
Bush's nominee to be a judge for the
U.S. District Court for South Carolina.
Judge Herlong currently serves as a
U.S. magistrate in South Carolina.

Judge Herlong was born in Washing-
ton, DC, however, he spent most of his
life as a resident of South Carolina.
Judge Herlong is a graduate of Clemson
University and the University of South
Carolina Law School. He served in the
U.S. Army Reserves from 1967 until
1973. In addition to his service to our
country, he has also assisted his local
community. In 1978, he was elected to
the Edgefield County Council where he
served until 1983.

After law school, Judge Herlong
worked in my Senate office for 2 years
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as a legislative assistant. In 1972, he
left my office to become an assistant
U.S. attorney in the Criminal Division
of the U.S. Attorney’s office in Green-
ville, SC. In 1976, Judge Herlong en-
tered the private practice of law. Dur-
ing his tenure in private practice,
Judge Herlong worked as a part-time
public defender and the city attorney
for the town of Edgefield. In 1983, he
left private practice to again serve as
an assistant U.S. attorney, but this
time in the Civil Division of the U.S.
Attorney’s Office in Columbia, SC. In
1986, Judge Herlong was appointed to
be a U.S. magistrate in Columbia, SC,
where he currently presides.

Mr. President, Judge Herlong brings
an impressive background to the U.S.
district court. His experience as county
councilman, city attorney, assistant
U.S. attorney, in private practice and
as a U.S. magistrate will serve him
well in this position. He is a man of in-
tegrity, ability, and keen intellect. As
well, the American Bar Association re-
viewed his professional background and
unanimously found Judge Herlong to
be well qualified for this position. I be-
lieve he possesses the necessary experi-
ence and temperament to become an
outstanding judge for the district
court. Additionally, Judge Herlong has
been endorsed by my distinguished col-
leagues Senator HOLLINGS, Congress-
man FLOYD SPENCE, and Congressman
BUTLER DERRICK.

Mr. President, I strongly support
Judge Herlong’s nomination and urge
his confirmation by the Senate.

LEGISLATIVE SESSION

The PRESIDING OFFICER. Under
the previous order, the Senate will re-
turn to legislative session.

CONGRATULATING SENATOR
GEORGE A. SMATHERS

Mr. HARKIN. I ask unanimous con-
sent that the Senate proceed to the im-
mediate consideration of Senate Reso-
lution 122, a resolution to congratulate
Senator Smathers, submitted earlier
today by Senators GRAHAM and MACK.

The PRESIDING OFFICER. The
clerk will report the resolution by
title.

The legislative clerk read as follows:

A resolution (S. Res. 122) to congratulate
Senator George Armistead Smathers on the
occasion of the naming of the George A.
Smathers Library at the University of Flor-
ida in Gainesville, FL.

The PRESIDING OFFICER. Without
objection, the Senate will proceed to
its immediate consideration.

The Senate proceeded to consider the
resolution.

The PRESIDING OFFICER. The
question is on agreeing to the resolu-
tion.

The resolution (S. Res.
agreed to.

122) was
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The preamble was agreed to.
The resolution, with its preamble, is
as follows:
S. REs. 122

Whereas Senator George Armistead
Smathers of Florida was a Member of Con-
gress for 22 years, including 2 terms in the
House of Representatives and 3 terms in the
Senate;

Whereas, during his 3 terms in the Senate,
Senator Smathers served as Secretary to the
Democratic Conference, as an Assistant
Democratic Floor Leader, as a member of
the Democratic Policy Committee, as Chair-
man of the Senate Democratic Campaign
Committee, and as a member of the Senate
Committees on Commerce, Finance, and For-
eign Relations, and as chairman of the Se-
lect Committee on Aging and the Select
Committee on Small Business;

Whereas Senator Smathers served his state
and his country in the Congress, with dedica-
tion and distinction, before retiring at the
end of his term in 1969; and

Whereas Senator Smathers served his
country in the United States Marines in
World War II, and saw duty in the South Pa-
cific: Now, therefore, be it

Resolved, That the Senate congratulates
and extends its best wishes to Senator
George Armistead Smathers on the occasion
of the tribute being paid to him in the nam-
ing of the George A. Smathers Library by his
alma mater, the University of Florida, in
Gainesville, Florida.

Mr. HARKIN. I move to reconsider
the vote.

Mr. COCHRAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

SPECIAL OLYMPICS TORCH RELAY

Mr. HARKIN. Mr. President, I ask
unanimous consent that the Rules
Committee be discharged from further
consideration of Senate Concurrent
Resolution 34, a concurrent resolution
authorizing the 1991 Special Olympics
Torch Relay, and that the Senate pro-
ceed to its immediate consideration.

The PRESIDING OFFICER. Without
objection, the committee is discharged.
The clerk will report the concurrent
resolution by title.

The legislative clerk read as follows:

A concurrent resolution (S. Con. Res. 34)
authorizing the 1991 Special Olympics Torch
Relay to be run through the Capitol
Grounds.

The PRESIDING OFFICER. Without
objection, the Senate will proceed to
its immediate consideration.

The Senate proceeded to consider the
concurrent resolution.

The PRESIDING OFFICER. Is there
debate? If not, the question is on agree-
ing to the concurrent resolution.

The concurrent resolution (S. Con.
Res. 34) was agreed to, as follows:

S. CON. RES, 34

Resolved by the Senate (The House of Rep-
resentatives concurring),

SECTION 1. AUTHORIZATION OF RUNNING OF
SPECIAL OLYMPICS TORCH RELAY
THROUGH CAPITOL GROUNDS.

On May 17, 1891, or on such other date as

the Speaker of the House of Representatives
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and the President pro tempore of the Senate
may designate jointly, the 1991 Special
Olympics Torch Relay may be run through
the Capitol Grounds, as part of the journey
of the Special Olympics torch to the District
of Columbia Special Olympics spring games
at Gallaudet University in the District of Co-
lumbia.

SEC. 2. RESPONSIBILITY OF CAPITOL POLICE
BOARD,

The Capitol Police Board shall take such
actions as may be necessary to carry out sec-
tion 1.

SEC. 3. CONDITIONS RELATING TO PHYSICAL
PREPARATIONS.

The Architect of the Capitol may prescribe
conditions for physical preparations for the
event authorized by section 1.

Mr. HARKIN. I move to reconsider
the vote.

Mr. COCHRAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

EMERGENCY MEDICAL SERVICES
WEEK

Mr. HARKIN. Mr. President, I ask
unanimous consent that the Judiciary
Committee be discharged from further
consideration of House Joint Resolu-
tion 109, a joint resolution designating
the week of May 12, 1991 and 1992, as
‘“Emergency Medical Services Week";
that the Senate proceed to its imme-
diate consideration; that the joint res-
olution be deemed read a third time
and passed; that the preamble be
agreed to; and the motion to reconsider
be laid upon the table.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The joint resolution (H.J. Res. 109)
was considered, ordered to be engrossed
for a third reading, deemed read the
third time, and passed.

Mr. DIXON. Mr. President, the week
of May 12-18, 1991, has been designated
as “Emergency Medical Services
Week,” and I am delighted to be af-
forded the opportunity to recognize the
heroic men and women who have dedi-
cated their lives to this important
field.

During this week, we should all stop
to express our gratitude to the emer-
gency physicians, nurses, medical tech-
nicians, paramedics, emergency dis-
patchers, and firefighters who have im-
proved our well-being and have often
made the difference in life and death
situations.

Emergency medical service profes-
sionals will be offering yet another
service during this week. In addition to
extending care in emergency and trau-
ma situations as they do on a daily
basis, they will also offer educational
and self-help services in first aid and
preventive health care.

All Illinoisans and all Americans join
me in saluting emergency medical
service professionals and the outstand-
ing contribution they make to the
health and welfare of the citizens and
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communities they serve throughout Il-
linois and the Nation.

Mr. HARKIN. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. STEVENS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

PUBLIC SERVICE RECOGNITION
WEEK

Mr. STEVENS. Mr. President, this
week, May 6 through 12, has been des-
ignated as ‘‘Public Service Recognition
Week.” This is our opportunity to ac-
knowledge the services provided by em-
ployees at all levels of government in
our country.

I believe all public employees deserve
our respect, and we should praise them
when they have done a good job. Each
and every one of them at all levels of
government contribute to the guality
of life for the American public in their
own way.

For example, Government scientists,
many of whom forgo higher salaries
and compensation in the private sec-
tor, conduct vital research for the ben-
efit of all of us. Federal employees
work hard to make sure that benefit
checks are received on time for those
that are entitled to them. Civil serv-
ants constantly monitor our Nation's
weather patterns and provide early
warning to each of us that protects our
lives and our property. And, as we all
know, our military people risk, in some
cases they have just recently given,
their lives in support of world peace.
They, too, are public employees.

State government employees provide
similar vital services. Employees mon-
itor State occupational licensing pro-
cedures to protect us from fraud. State
departments of education provide for
the instruction and the scheduling of
instruction for our young people, and
public assistance is made available to
those in need with the help of State
government employees and local em-
ployees.

Let us not forget those local employ-
ees. Among them are police depart-
ment employees, those who maintain
our parks and our recreation, the fire
department, our school teachers and
their administrators, librarians, public
transportation people. All of these pub-
lic employees serve us all and deserve
our recognition. This is the week to
give them thanks.

Mr. President, so often we tend to
take these contributions for granted
until something goes wrong. Too often
it does go wrong, and these are the peo-
ple who work. They work through the
night in periods of earthquakes and
storms; they work through the night at
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our public hospitals; and they work
through the night and long days when
they serve in the desert in support of
world peace.

Mr. President, this is the week again
to thank public employees all over the
Nation for their contributions to their
fellow citizens. I urge the Senate to
take this into account, and to recog-
nize public employees, and that Sen-
ators do the same thing as they return
to their homes this weekend.

Thank you, Mr. President.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. COCHRAN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. COCHRAN. Mr. President, as
Senators know, there has been a sub-
stantial amount of flooding and other
natural disasters in the Southeast that
have caused some very serious prob-
lems to the agriculture sector. We have
been particularly concerned about the
emergency loan program that is admin-
istered by the Farmers Home Adminis-
tration. Particularly we are concerned
as to whether or not the program is
sufficient to deal with some of the
emergencies and disasters that have
been experienced and are still occur-
ring.

As a matter of fact, on April 26, our
Agriculture Appropriations Sub-
committee had a hearing, at which
time we received testimony from the
new Secretary of Agriculture Edward
Madigan. We discussed the $600 million
emergency loan program that is de-
signed to provide disaster benefits and
assistance for farmers, but the experi-
ence that we have had so far is that the
regulations are so tightly drawn and
are administered in such a way that it
is very difficult for farmers to gualify
for any disaster loan money.

At the time of the hearing, one of our
committee members, I think it was the
distinguished Senator from Arkansas
[Mr. BUMPERS] pointed out that only
$38 million in loans had been obligated
under that authority. While there had
been tremendous losses sustained, and
we assume many were eligible for those
loans, nonetheless they were having a
great deal of difficulty getting access
to those funds. Since then, I think an-
other $12 million in loan funds have
been obligated.

The point is we keep hearing that
you almost have to prove that you do
not need a loan in order to be eligible
for one. There are very stringent provi-
sions under the current administra-
tion's program that require so-called
nonessential assets to be liguidated or
disposed of by the disaster victim be-
fore eligibility can be established.
Therefore, an individual must be des-
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titute to qualify for a loan under the
program as it is understood now.

We have made progress, I am happy
to say, in discussing some changes in
the administration’s approach with the
Secretary and his staff and with offi-
cials at the Office of Management and
Budget. I am happy to report to the
Senate that specific changes in exist-
ing regulations have been agreed to.
One of the changes which will be imple-
mented immediately addresses the
method of computation for losses of an
individual crop on a farm. For exam-
ple, under current requirements, a 30-
percent crop loss for a farm must be
sustained in order for a borrower to be
eligible for this type of loan, and it is
computed on an enterprise basis.

Under the change, a 30-percent loss
on a cotton crop would qualify even if
other crops on the farm had normal
yields. That change in the current reg-
ulation will be very helpful in trying to
establish eligibility for this emergency
loan in many cases.

Another specific change offered by
the administration is the elimination
of the requirement that a borrower sell
all nonessential assets. The new regu-
lation will only require the assets to be
pledged as security for the repayment
of the loan.

There may be other changes that can
be made as we continue to monitor the
administration of this disaster assist-
ance program. We may also find that
the disasters that are occurring may be
much more serious than previously
contemplated. If the new changes in
the emergency loan program are not
successful in meeting the existing dis-
aster needs, it may be, Mr. President,
that the next time we have an appro-
priations bill before the Senate, lan-
guage could be included to provide ad-
ditional disaster assistance to our Na-
tion's suffering farmers.

I am hopeful that the administration,
by showing a willingness to make these
changes, will administer the program
in a sensitive and responsive way so
that disaster victims are able to get
the benefits that were authorized by
Congress. It is my desire that these
benefits be made available in disaster
situations such as those that we see in
my State right now and in many other
States as well.

Mr. President, I ask unanimous con-
sent that a copy of their letter to
which I have referred from the Sec-
retary of Agriculture, Edward Mad-
igan, to me, dated May 9, be printed at
this point in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

DEPARTMENT OF AGRICULTURE,
Washington, DC., May 9, 1991.
Hon, THAD COCHRAN,
U.S. Senate, Washington, DC.

DEAR THAD: In response to your concerns
about the Farmers Home Administration
(FmHA) Emergency Loan (EM) program and
its ability to cope with disaster related
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emergencies, I am directing FmHA to amend
the following provisions in the EM program:

1. Currently the 30 percent loss is com-
puted on an enterprise basis. An enterprise is
identified as: A. All cash field crops; B.
Fruits and nuts; C. Feed crops (hay and pas-
ture); D. All cash vegetable crops.

We would change the requirement to com-
pute the loss on an individual crop. Example:
30 percent losses on a cotton crop would
qualify even if other crops on the farm had
normal yields.

2. Eliminate the requirement that the bor-
rower sell all nonessential assets and only
require that they be pledged as security.

I am directing FmHA to implement these
regulations as soon as possible.

I will continue to explore with you addi-
tional steps that might be taken to further
open the EM program to farmers who have
experienced a disaster. Also, I am directing
FmHA to review rejected EM loan applica-
tions and share with your office the reasons
for those rejections.

Sincerely,
EDWARD MADIGAN,
Secretary.

Mr. COCHRAN. Mr. President, I
thank the Senate. I thank the Chair for
the time.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. SEYMOUR. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from California is recog-
nized.

Mr. SEYMOUR. Mr. President, I
would like to associate myself with the
remarks of Senator COCHRAN.

Although the goal is laudable to pro-
vide assistance and food to Kurdish ref-
ugees, and I want to say that I am
sympathic to their plight. we have
needs here at home, needs in Califor-
nia.

California was devasted by a severe
freeze last December. That freeze re-
sulted in over $1 billion worth of agri-
cultural crop damage. That, in turn,
resulted in the unemployment of thou-
sands of California farmworkers. And
today, months later, these unemployed
farmworkers are having a tough time
feeding their families. And until the
President took recent action—for
which I sincerely thank him in provid-
ing rent and mortgage assistance, they
were destitute. Secretary Madigan has
also helped by providing food supple-
ments for these unemployed farm-
workers.

Mr. President, I would like to see
these farmworkers get back to work.
The way they can get to work is if we
can get the farmers back to planting or
replanting trees which were lost due to
the freeze. They cannot do that with-
out disaster assistance,

I respect Senator COCHRAN for his ef-
forts, and I join him in sending a mes-
sage loud and clear that disaster assist-
ance is desperately needed.
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In many counties throughout Califor-
nia central valley, the unemployment
rate is more than 20 percent, and in
some areas there is as much as a 50-
percent unemployment rate. We must
help these people.

Therefore, I am hopeful that soon we
will get some help in the way of loans
and grants to those farmers who have
been so hard hit and they, in turn, will
be able to help these unemployed farm-
workers in California. I am hopeful we
can find a way to do that. If not, I sus-
pect the next appropriation bill that
comes this way may be the opportunity
to meet their needs as we are meeting
the needs of the Kurdish refugees.

Mr. President, I thank you and sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask unan-
imous consent that the order for the
guorum call be rescinded.

The PRESIDING OFFICER (Mr.
KERREY). Without objection, it is so or-
dered.

KANSAS TORNADOS

Mr. DOLE. Mr. President, I regret
any delay caused in the consideration
of this supplemental and for any incon-
venience my colleagues have experi-
enced due to that delay.

However, just over a week ago, about
10 days now, several tornados ripped
through large areas of Kansas and
Oklahoma. First, I want to commend
the Federal Emergency Management
Administration and other Federal
agencies for their gquick and competent
response to the immediate needs of the
citizens of Kansas. In addition, I cer-
tainly want to commend the Salvation
Army, the Red Cross, and many other
private organizations and private indi-
viduals who came to the aid of literally
hundreds and hundreds of people in
Kansas, Oklahoma, and other areas be-
cause of the tornadoes.

However, in addition to those imme-
diate concerns, we also have the re-
sponsibility to determine how to best
assist the serious long-term needs of
the communities hit. These include
such basic necessities as the replace-
ment of housing and schools and, in the
case of McConnell Air Force Base, its
hospital.

I might add, in addition, the first as-
sessment of McConnell Air Force Base
is around $62 million in damage, and
that could go much higher.

Of course, the school, which is not
part of McConnell but part of Derby
School District, was almost totally de-
molished, and that is another urgent
and important matter.

While the needs of individuals are
currently being met by FEMA, funds
for schools and roads and similar dam-
ages, including some cemeteries, per-
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haps churches, are not available for
Kansas and other States which have
experienced earlier natural disasters.

It is because of this concern that I
asked the consideration of the bill be
delayed until I had the opportunity to
speak with representatives of the ad-
ministration, especially the Office of
Management and Budget, FEMA, and
the Department of Defense, to be as-
sured that adequate funds would be re-
quested in the very near future.

I have had discussions with my col-
league from Kansas, Senator KASSE-
BAUM, Senators NICKLES and BOREN
from Oklahoma, and the distinguished
majority leader, Senator MITCHELL,
whose home State of Maine was hard
hit by ice damage earlier this year. We
want to assure citizens of the United
States who have suffered due to natu-
ral disasters that they are being pro-
vided for.

Following several hours of discus-
sions with the administration, I have
been assured a request for additional
funds for FEMA will be forthcoming in
the very near future. These funds will
guarantee that the needs of these com-
munities and these disaster areas will
be taken care of. These funds will cover
schools and hospitals, removal of de-
bris, road repair, and other needs. I will
not attempt to list them all, but all
the other needs that follow under pub-
lic assistance.

I can say to my colleagues, who have
been waiting for these funds, that I
have that assurance.

Further, in the town of Andover, KS,
several residents were killed when the
tornado ripped through this commu-
nity. Unfortunately, the warning sys-
tem, that had been successfully tested
just weeks before, failed to operate.
The director of FEMA assured me that
approval will be given to a request for
two new warning alarms, so that the
tragic situation will not happen again.

As well, if there is an immediate need
for a warning system, FEMA will tem-
porarily move necessary alarms to the
community until the new system is up
and operating.

Finally, the Department of Defense
has assured me it will find the nec-
essary funds for replacement or repair
at McConnell Air Force Base out of ex-
isting funds this year, or will request
those funds in the FEMA supplemental
which we expect in the next few weeks.

Mr. President, I certainly understand
the urgency of the supplemental that
will be before us. I believe it should be
passed. I think all of us support the re-
quest for Kurdish aid, but we did want
to make certain, as we have, I think,
that we would be fully protected in any
future action, and to make certain we
had an understanding with the Office of
Management and Budget, FEMA, the
Defense Department, and any other
Federal agencies we might be dealing
with because of the disasters in the
States of Kansas, Oklahoma, Maine, or
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any other State which may have suf-
fered natural disasters recently.

Mr. President, I yield the floor and
suggest the absence of a quorum.

The PRESIDENT OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LEAHY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

THE EMERGENCY SUPPLEMEN-
TAL APPROPRIATIONS BILL

Mr. LEAHY. Mr. President, I under-
stand we may soon have and hopefully
will soon have the emergency supple-
mental appropriations bill on the floor
for refugee relief and other matters. If
indeed we are to have that before us be-
fore very long, then I believe, among
others, congratulations are due to the
distinguished chairman of the Appro-
priations Committee.

I will have, I would note, more to say
later on. I took the floor at this point
because it appeared we were just going
to have another quorum call. But now
I see the distinguished chairman com-
ing to the floor, heralded by all.

If I might have the distinguished
chairman’s attention, Mr. President, if
the chairman was going to be seeking
the floor on this matter, then I will put
in a quorum call because I have a num-
ber of things I want to say but I will
hold them until later.

MESSAGES FROM THE HOUSE
RECEIVED DURING RECESS

Under the authority of the order of
the Senate of January 3, 1991, the Sec-
retary of the Senate on May 9, 1991,
during the recess of the Senate, re-
ceived a message from the House of
Representatives announcing that the
House disagrees to the amendments of
the Senate to the concurrent resolu-
tions (H. Con. Res. 121) revising the
congressional budget for the U.S. Gov-
ernment for the fiscal year 1991 and
setting forth the congressional budget
for the U.S. Government for the fiscal
years 1992, 1993, 1994, 1995, and 1996; it
agrees to the conference asked by the
Senate on the disagreeing votes of the
two Houses thereon, and appoints Mr.
PANETTA, Mr. GEPHARDT, Mr. OBER-
STAR, Mr. GUARINI, Mr. DURBIN, Mr.
Espy, Mr. KILDEE, Mr. BEILENSON, Mr.
HuckABY, Mr. SABO, Mr. GRADISON, Mr.
McMiLLAN of North Carolina, Mr.
THOMAS of California, Mr. ROGERS, Mr.
ARMEY, and Mr. HOUGHTON as managers
of the conference on the part of the
House.

MESSAGES FROM THE HOUSE

At 1:43 p.m., a message from the
House of Representatives, delivered by
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Mr. Hays, one of its reading clerks, an-
nounced that the House has passed the
following bills, in which it requests the
concurrence of the Senate:

H.R. 7. An act to amend title 18, United
States Code, to require a waiting period be-
fore the purchase of a handgun;

H.R. 479. An act to amend the National
Trails System Act to designate the Califor-
nia National Historic Trail and Pony Express
National Historic Trail as components of the
National Trails System; and

H.R. 2251. An act making dire emergency
supplemental appropriations from contribu-
tions of foreign governments and/or interest
for humanitarian assistance to refugees and
displaced persons in and around Iraq as a re-
sult of the recent invasion of Kuwait and for
peacekeeping activities, and for other urgent
needs for the fiscal year ending September
30, 1991, and for other purposes.

The message also announced that
pursuant to the provisions of section
25653(a)(2) of Public Law 101-647, the
Speaker appoints the following individ-
uals from private life as members of
the National Commission on Financial
Reform, Recovery, and Enforcement on
the part of the House: Mr. Elliott H.
Levitas of Atlanta, GA; Mr. Andrew F.
Brimmer of Washington, DC; and Mr.
John William Snow of Richmond, VA.

ENROLLED JOINT RESOLUTION SIGNED

At 2:25 p.m., a message from the
House of Representatives, delivered by
Mr. Hays, one of its reading clerks, an-
nounced that the Speaker has signed
the following enrolled joint resolution:

H.J. Res. 154. Joint resolution designating
the month of May 1991, as “National Foster
Care Month."

The enrolled joint resolution was
subsequently signed by the President
pro tempore [Mr. BYRD].

R —

MEASURES REFERRED

The following bill was read the first
and second times by unanimous con-
sent, and referred as indicated:

H.R. 479. An act to amend the National
Trails System Act to designate the Califor-
nia National Historic Trail and Pony Express
National Historic Trail as components of the
National Trails System; to the Committee
on Energy and Natural Resources.

EXECUTIVE REPORTS OF
COMMITTEES

The following executive reports of
committees were submitted:

By Mr. BIDEN, from the Committee on the
Judiciary:

William Harold Albritton III, of Alabama,
to be U.S. district judge for the Middle Dis-
trict of Alabama,;

Marilyn L. Huff, of California, to be U.S.
district judge for the Southern District of
California;

Wm., Fremming Nielsen, of Washington, to
be U.S. district judge for the Eastern Dis-
trict of Washington;

Frederick L. Van Sickle, of Washington, to
be U.S. district judge for the Eastern Dis-
trict of Washington;
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Henry M. Herlong, Jr., of South Carolina,
to be U.S. district judge for the District of
South Carolina;

Richard D. Bennett, of Maryland, to be
U.8. attorney for the District of Maryland
for the term of 4 years;

Harry A. Rosenberg, of Louisiana, to be
U.S. attorney for the Eastern District of
Louisiana for the term of 4 years;

Michael Chertoff, of New Jersey, to be U.S.
attorney for the District of New Jersey for
the term of 4 years;

Willie Greason, Jr., of Missouri, to be U.S.
marshal for the Eastern District of Missouri;

Jose R. Mariano, of Guam, to be U.S. mar-
shal for the District of Guam and concur-
rently U.S. marshal for the District of the
Northern Mariana Islands for the term of 4
years,

Larry J. Joiner, of Missouri, to be U.S.
marshal for the Western District of Missouri;

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced read the first
and second time by unanimous consent
and referred as indicated:

By Mr. BINGAMAN:

S. 1018. A bill to establish and measure the
Nation's progress toward greater energy se-
curity; to the Committee on Energy and Nat-
ural Resources.

By Mr. Mr. RIEGLE (for himself, Mr.
GARN, and Mr. KERRY) (by request):

S. 1019. A bill to strengthen Federal super-
vision regulation and examination of foreign
bank operations in the United States to en-
hance cooperation with foreign banking su-
pervisors to improve reporting of bank stock
loans and for other purposes; to the Commit-
tee on Banking, Housing and Urban Affairs.

By Mr. HELMS:

S. 1020. A bill to make available non-
discriminatory (most favored nation) trade
treatment to the People's Republic of China
only if certain conditions are met; to the
Committee on Finance.

By Mr. MCCAIN:

8. 1021. A bill to amend the Internal Reve-
nue Code of 1986 with respect to the treat-
ment of long-term care insurance and accel-
erated death benefits, and for other purposes;
to the Committee on Finance.

By Mr. HELMS:

S. 1022. A bill to extend the existing sus-
pension of duty on 4 Chloro 3 methylphenol;
to the Committee on Finance.

By Mr. GRAHAM:

S. 1023. A bill to authorize additional ap-
propriations for the construction and main-
tenance of the Mary McLeod Bethune Memo-
rial Fine Arts Center; to the Committee on
Labor and Human Resources.

By Mr. SPECTER:

5. 1024. A bill to extend the temporary sus-
pension of the duty on triethylene glycol di-
chloride; to the Committee on Finance.

5. 1025. A bill to suspend temporarily the
duty on certain chemicals and for other pur-
poses; to the Committee on Finance.

S. 1026. A bill to restore until January 1,
1995, the rate of duty on myclobutanil that
was in effect under the Tariff Schedules of
the United States on December 31, 1988; to
the Committee on Finance.

By Mr. HELMS:

8. 1027. A bill to extend until January 1,
1995, the existing suspension of duty on m
Toluic acid; to the Committee on Finance.

By Ms. MIKULSKI (for herself and Mr.
ADAMS):
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S. 1028. A bill to authorize increased fund-
ing for international population assistance
and to provide for a United States contribu-
tion to the United Nations Population Fund;
to the Committee on Foreign Relations.

By Mr, WIRTH (for himself and Mr.
BROWN):

S. 1029. A bill to designate certain lands in
the State of Colorado as components of the
National Wilderness Preservation System,
and for other purposes; to the Committee on
Energy and Natural Resources.

By Mr. GORTON:

S. 1080. A bill to authorize private sector
participation in providing products and serv-
ices to support Department of Energy de-
fense waste cleanup and modernization mis-
sions; to the Committee on Energy and Nat-
ural Resources.

By Mr. KERRY:

8. 1031. A bill to establish a Directorate for
Behavioral and Social Sciences within the
National Science Foundation, and for other
purposes; to the Committee on Labor and
Human Resources.

By Mr. DANFORTH (for himself, Mr.
LIEBERMAN, Mr. KASTEN, Mr. GRASS-
LEY, Mr. McCAIN, Mr. JOHNSTON, Mr.
BOND, Mr. GARN, Mr. MACK, Mr. COCH-
RAN, Mr. SMITH, Mr. LOTT, Mr. CRAIG,
Mr. MCCONNELL, Mr. GORTON, Mr.
SEYMOUR, and Mr. D'AMATO):

5. 1032. A bill to amend the Internal Reve-
nue Code of 1986 to stimulate employment in,
and to promote revitalization of economi-
cally distressed areas designated as enter-
prise zones by providing Federal tax relief
for employment and investments, and for
other purposes; to the Committee on Fi-
nance.

By Mr. AKAKA (for himself and Mr.
INOUYE):

8. 1033. A bill to amend chapter 53 of title
10, United States Code to provide for mem-
bers of the National Guard members of the
Coast Guard, ROTC, cadets, and veterans to
perform honor guard functions at funerals of
members of the Armed Forces of the United
States and veterans, and for other purposes;
to the Committee on Armed Services.

By Mr. HOLLINGS (for himself, Mr.
GORE, Mr. BENTSEN, Mr. KERRY, Mr.
BREAUX, and Mr. ROBB):

8. 1034, A bill to enhance the position of
U.8. industry through the application of the
results of Federal research and development,
and for other purposes; to the Committee on
Commerce, Science, and Transportation.

By Mr, SIMON (for himself, Mr. LEAHY,
Mr. HATCH, Mr. DECONCINI, Mr. KEN-
NEDY, Mr. KOHL, and Mr. BROWN):

S. 1035. A bill to amend section 107 of title
17, United States Code relating to fair use
with regard to unpublished copyrighted
works; to the Committee on the Judiciary.

By Mr. SANFORD (for himself, Mr.
SIMON, Mr. SHELBY, Mr. FORD, Mr.
JEFFORDS, Mr. PELL, and Mr. AKAKA):

S. 1036. A bill to provide for the recogni-
tion of the Lumbee Tribe of North Carolina,
and for other purposes; to the Select Com-
mittee on Indian Affairs.

By Mr. MURKOWSKI (for himself and
Mr. JEFFORDS):

S. 1037. A bill to amend the Immigration
and Nationality Act to revise certain health
requirements regarding the admission of cer-
tain disabled veterans and to revise the pe-
riod of active military service required for a
veteran to qualify for naturalization; to the
Committee on the Judiciary.

By Mr. CHAFEE:

S. 1038. A bill to amend the Solid Waste
Disposal Act to encourage recycling of waste
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tires and to abate tire dumps and tire stock-
piles and for other purposes; to the Commit-
tee on Environment and Public Works.

S. 1039. A bill to amend the Internal Reve-
nue Code to impose a tax on tires and for
other purposes; to the Committee on Fi-
nance.

By Mr. GLENN (for himself, Mr. LEVIN,
Mr. KOHL, and Mr. LIEBERMAN):

S. 1040. A bill to provide a Governmentwide
comprehensive energy management plan for
Federal agencies; to the Committee on Gov-
ernmental Affairs.

By Mr. ADAMS (for himself and Mr.
GORTON):

8. 1041. A bill to designate the Washington
Outer Coast National Marine Sanctuary, and
for other purposes, to the Committee on
Commerce, Science, and Transportation.

By Mr. CRANSTON (for himself, Mr.
WOFFORD, Mr. PELL, Mr. SIMON, Mr.
DECONCINI, Mr. ROCKEFELLER, and
Mr. BOREN):

S. 1042. A bill to amend the Peace Corps
Act to authorize appropriations for the
Peace Corps for fiscal years 1992 and 1993 and
to establish a Peace Corps foreign exchange
fluctuations account; and for other purposes;
to the Committee on Foreign Relations.

By Mr. SHELBY:

S.J. Res. 142. Joint resolution to designate
the week beginning July 28, 1991, as “Na-
tional Juvenile Arthritis Awareness Week'';
to the Committee on the Judiciary.

By Mr. RIEGLE (for himself and Mr.
DIXON):

S.J. Res. 143. Joint resolution to designate
the week of August 4 through August 10,
1991, as the ‘‘International Parental Child
Abduction Awareness Week'; to the Com-
mittee on the Judiciary.

By Mr. D’AMATO:

S.J. Res. 144. Joint resolution to designate
May 17, 1991, as “National Hero Remem-
brance Day"'; to the Committee on the Judi-
ciary.

—————

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read and
referred (or acted upon), as indicated:

By Mr. GRAHAM (for himself and Mr,
MACK):

S. Res. 122, Resolution to congratulate
Senator George Armistead Smathers on the
occasion of the naming of the George A.
Smathers Library at the University of Flor-
ida In Gainsville, Florida; considered and
agreed to.

By Mr. KASTEN:

S. Res. 123. Resolution relating to State
taxes for mail order companies mailing
across State borders; to the Committee on
Finance.

By Mr. MURKOWSKI:

S. Res. 124. Resolution to honor Andris
Slapins; to the Committee on Foreign Rela-
tions.

By Mr. GLENN:

S. Con. Res. 35. Concurrent resolution ex-
pressing the sense of the Congress that the
awarding of contracts for the rebuilding of
Kuwalt should reflect the extent of military
and economic support offered by the United
States in the liberation of Kuwait; to the
Committee on Foreign Relations.

By Mr. AKAKA (for himself, Mr.
ADAMS, Mr. BURDICK, Ms. MIKULSKI,
Mr. SARBANES, and Mr. ROBB):

S. Con. Res. 86. Concurrent resolution

thanking and commending this Nation's Fed-
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eral civilian employees for their contribu-
tions to Operation Desert Shield and Oper-
ation Desert Storm; considered and agreed
to.
By Mr. KERRY (for himself, Mr. PELL,
Mr. PACKWOOD, Mr. LIEBERMAN, and
Mr. DODD):

S. Con Res. 37. Concurrent resolution call-
ing for a U.8. policy of strengthening and
maintaining indefinitely the current Inter-
national Whaling Commission moratorium
on the commercial killings of whales and
otherwise expressing the sense of the Con-
gress with respect to conserving and protect-
ing the world's whale, dolphin, and porpoise
populations; to the Committee on Foreign
Relations.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. BINGAMAN:

S. 1018. A bill to establish and meas-
ure the Nation's progress toward great-
er energy security; to the Committee
on Energy and Natural Resources.

ENERGY GOALS ACT OF 1891

Mr. BINGAMAN. Mr. President,
events in the Gulf in past months have
highlighted the need to reduce our reli-
ance on foreign oil. There is a consen-
sus in this country that we need great-
er energy security. Unfortunately, we
have yet to agree upon how to design
an energy policy to achieve that end.
One reason is the failure to articulate
a set of specific goals. Unambiguous
goals are vital to a national energy
policy. Without goals, there is no real
consensus, no framework around which
to build a cohesive plan, no measure of
progress. The administration’s na-
tional energy strategy certainly fails
in this regard. Mr. President, I rise
today to introduce legislation that will
establish those national energy goals.

THE NEED FOR ENERGY GOALS

The administration’s national energy
strategy document discusses general
objectives, namely, ensuring the avail-
ability of adequate energy at reason-
able prices, protecting the environ-
ment, maintaining a strong economy,
and reducing our dependence on unreli-
able energy suppliers. I applaud these
objectives—they are important and
worthy, but they are not enough. We
need concrete, measurable goals. The
administration’s energy document in-
stead offers projections. Mr. President,
there is a critical difference between
mere projections and effective goals.
That difference can be summed up in a
word—‘“‘commitment.” When goals are
set, the desired outcome is defined.
Goals are not constraints, but rather
they provide direction. It is interesting
that the administration’s national en-
ergy strategy purports to provide a
roadmap to a more secure and cleaner
energy future. However, it is difficult
to determine whether that roadmap is
the right one when the destination is
unknown. Mr. President, this country
needs to know not where we might be
with respect to our energy future, but
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where we should be. Goals tell us what
we want the destination to be. Only
when the goals have been agreed upon,
can appropriate strategies for achiev-
ing them be developed.

With the administration’s plan, the
strategy came first. In the words of the
administration, the cornerstone of the
President’s energy policy is ‘‘reliance
on the market to determine prices,
quantities, and technology choices.”
But if we simply rely on the market,
we abdicate our responsibility to set
our policy course, and open our energy
future to the whims and vagaries of the
marketplace. We cannot tolerate blind
allegiance to free market economic
philosophy. The result of the following
this approach is painfully evident in
the ever-increasing dependence on for-
eign oil in the last decade. We have
gone from importing less than 30 per-
cent of our oil in the early 1980's to 50
percent in 1990. There is no reason to
expect market forces to reverse the
growing reliance on foreign oil. It is
folly to allow market forces alone to
determine our national energy policy.

The Energy Goals Act of 1991 lays out
broad goals for the next 20 years which
can serve as the underpinning for a
comprehensive energy strategy. These
goals are not absolutes. Evolving eco-
nomic realities and/or technological
advances may require some adjustment
in the goals in the future. This legisla-
tion includes periodic assessments of
progress and allows for adjustments.
Nevertheless, I expect the broad direc-
tions will remain the same. In imple-
menting the Energy Goals Act, we will
have to make changes in our energy
consumption patterns. Making changes
will not cause a reduction in the qual-
ity of our lives as some will claim; to
the contrary, well-chosen options will
enhance the economy and our environ-
ment as we make greater use of domes-
tic and cleaner energy resources.

THE ENERGY GOALS

There are three complementary goals
in the Energy Goals Act of 1991:

The first, and overall, goal is to re-
duce oil imports. The only way to ac-
complish this is to reduce total oil con-
sumption in this country. Specifically,
the percentage of domestic oil con-
sumption should be reduced from the
current level of 40 percent of the U.S.
energy mix to 33 percent by 2010. A
concurrent goal will be to keep foreign
imports to less than 50 percent of oil
consumption.

Today foreign oil represents 50 per-
cent of the oil this country consumes.
Ideally we will reduce this percentage,
but it may be unrealistic to expect to
reduce the percentage significantly.
The reasons are many—the expanding
energy demands of a growing economy,
dwindling domestic oil reserves, con-
tinuing low world oil prices, and sim-
ply the time required to alter energy
consumption patterns. What we cannot
tolerate is for that percentage to grow
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to 60 or 70 percent, or more. Even lim-
iting imports to 50 percent, the total
number of barrels imported may be
substantial. To minimize the risk of
possible major supply disruptions, we
also must make a concerted effort to
diversify our sources of imported oil.

The second goal is to increase energy
efficiency of the economy over 1990 lev-
els by 20 percent in 2000 and 40 percent
in 2010. Over the last several decades,
this country has made tremendous
strides in improving energy efficiency.
This trend can and should continue.
Findings by the Office of Technology
Assessment show that a 2-percent per
annum increase in energy efficiency is
well within our current capability and
can be done with existing technologies.

The third goal is to reduce the level
of carbon intensity of our energy mix,
principally through expanded reliance
on renewable energies such as solar,
wind, geothermal, biomass and so
forth. We highlight renewable energies
because without specific goals and a
real commitment to accelerate their
development, these technologies will
continue to be principally exported,
rather than domestic, technologies. We
must turn this around. My bill calls for
the percent of the energy mix ac-
counted for by renewable energies to
increase from its 8 percent share today
to 14 percent by the end of 2010.

In seeking to reduce the carbon in-
tensity, we recognize there are envi-
ronmental concerns relating to energy
policy and we take precautionary
measures with respect to the possibil-
ity of human-induced climate change.
Contributions to carbon reduction can
be realized from many endeavors and,
while it is not necessary to set specific
targets in these areas, our energy poli-
cies must encourage pursuit of such ac-
tivities. This includes, among others,
making greater use of natural gas, ad-
vancing electric vehicle technology,
and making energy production proc-
esses more efficient.

CONCLUSION

Our past attempts at forging a na-
tional energy policy have been charac-
terized by crisis policy making and
crash programs. When the crisis of the
day went away, so did the commitment
to energy policy. In many cases, the
crash programs did just that: they
crashed.

This time we must acknowledge up
front that there are no silver bullets.
We cannot solve our energy problems
overnight. If we are to turn around our
undesirable energy situation, we must
establish long-term energy goals and
adhere to them. We need the discipline
to stay the course through crisis and
calm, through periods of high energy
prices and low energy prices. The en-
ergy goals that I propose today will
give us the framework to do just that.

The energy goals in this bill are real-
istic, complementary, and consistent
with environmental objectives. While
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the bill does not dictate the exact
paths by which the goals are to be
reached, the nature of the goals will
not permit business as usual. To attain
them will require aggressive action, in-
novative implementation, and a com-
mitment to see it through. If we are to
remain strong and economically inde-
pendent, this country cannot afford not
to make the necessary commitment.

I urge my colleagues to join me in
support of this legislation.

I ask unanimous consent that the
text of the bill be included in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1018

Be it enacted by the Senate and the House of
Representatives of the United States of America
in Congress assembled, That this Act may be
referred to to as the “‘Energy Goals Act of
1901",

SEC. 2. FINDINGS AND GOALS.

The Congress finds that—

(a) petroleum imports threaten national
security, the inefficient use of energy re-
sources increases energy U.S. vulnerability
to shortages and reduces international eco-
nomic competitiveness, and unchecked an-
thropogenic carbon release may threaten the
global environment;

(b) a comprehensive national energy policy
is needed to overcome these threats;

(c) such a comprehensive national energy
policy must achieve the following goals:

(1) reduce oil imports;

(2) increase energy conservation and effi-
ciency;

(3) decrease the degree of carbon intensity
of the domestic energy mix through a vari-
ety of strategies including, but not limited
to, greater reliance on hydrogen-rich fuels
and renewable energy resources.

(d) The establishment of long-term energy
policy objectives is necessary to focus and
sustain a national effort toward achieving
these goals, and thereby achieving national
energy security in an environmentally re-
sponsible manner.

Therefore, Congress establishes the follow-
ing national energy policy objectives and re-
quires regular reports to the Congress on the
Nation’s progress toward achieving such
goals.

SEC. 3. ENERGY OBJECTIVES.

In pursuing the above goals, the United
States should achieve the following specific
national energy objectives:

(a) REDUCED OIL CONSUMPTION,—

(1) O11 consumption should be reduced from
the 1990 level of approximately 40 percent of
the total United States energy resource con-
sumption to 39, 37, 35, and 33 percent in 1995,
2000, 2005, and 2010, respectively;

(2) Annual net oil imports should not ex-
ceed 50 percent of United States oil consump-
tion.

(b) INCREASED ENERGY EFFICIENCY.—The
energy efficiency, as distinct from energy in-
tensity, of the nation’s economy should be
increased by 2 percent per year over the 1990
levels (or 10, 20, 30, and 40 percent in 1995,
2000, 2005, and 2010, respectively).

(¢) INCREASED UTILIZATION OF RENEWABLE
ENERGY.—The portion of the energy con-
sumption represented by renewable energy
sources should increase from the 1990 level of
approximately 8 percent to 9, 10, 12, and 14
percent in 1995, 2000, 2005, and 2010, respec-
tively.
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SEC. 4. REPORTS TO THE CONGRESS.

(a) PRELIMINARY REPORT.—The Secretary
of Energy (Hereinafter the ‘‘Secretary’’)
shall, within one year after the date of en-
actment of this Act, submit a report to the
Congress setting forth a plan for the achieve-
ment of the objectives set forth under this
Act including recommendations regarding
any additional statutory or budget authority
that may be necessary to achieve such objec-
tives. The Secretary also shall determine ap-
propriate measures of energy efficiency for
each of the end use sectors and develop plans
for acquiring the necessary data; a descrip-
tion of both shall be included in the report.
If the Secretary determines that achieve-
ment of the objectives set forth under this
Act is not practicable, then the Secretary
shall state the reasons for that determina-
tion and shall propose alternate energy ob-
jectives that are in the Secretary's judgment
practicable.

(b) REPORTS.—By July 15 of 1996, 2001, 2006,
and 2011, the Secretary shall submit to the
Congress a report detailing the Nation's
progress as of December 31 of the previous
year in achieving the objectives set forth in
section 3. In all but the final report, the Sec-
retary also shall make recommendations re-
garding changes in statutory or budget au-
thority as may be necessary in the Sec-
retary’s judgment for the timely achieve-
ment of the energy objectives set forth in
section 3.

By Mr. RIEGLE (by request) (for
himself, Mr. GARN, and Mr.
KERRY):

S. 1019. A bill to strengthen Federal
supervision, regulation and examina-
tion of foreign bank operations in the
United States, to enhance cooperation
with foreign banking supervisors, to
improve reporting of bank stock loans,
and for other purposes; to the Commit-
tee on Banking, Housing, and Urban af-
fairs.

FOREIGN BANK SUPERVISION ENHANCEMENT ACT
OF 1891

Mr. RIEGLE. Mr. President, I rise to
introduce the Foreign Bank Super-
vision Enhancement Act of 1991, a bill
designed to strengthen the regulation,
supervision and examination of
branches and agencies of foreign banks
operating in this country. Recent rev-
elations about serious violations of our
laws by foreign banks’ U.S. operations
raised concerns in my mind about the
adequacy of our country’'s oversight of
foreign banking operations. These con-
cerns led me to write to Chairman
Greenspan, Attorney General Thorn-
burgh and Comptroller General
Bowsher on March 25 seeking their
recommendations to improve our sys-
tem for regulating foreign banks and
providing stronger enforcement of
these laws. I am including copies of
those letters in the RECORD.

Today, in response to that March let-
ter, Chairman Greenspan sent me the
Federal Reserve Board's recommenda-
tions to strengthen the regulation and
supervision of foreign banks in the
United States. His reply to my March
25 letter will be included in the RECORD
as well. I, along with Senator GARN and
other of our colleagues, are introduc-
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ing, by request, the bill drafted and
recommended to us by the Federal Re-
serve Board. I can tell you that many
of the recommendations in this bill
make sense to me. For example, the
legislation would require Federal Re-
serve Board approval of applications to
establish both Federal and State li-
censed foreign bank branches and agen-
cies in the United States; would specify
statutory criteria for such Federal ap-
proval; would require that the Board be
given access to any information nec-
essary to make informed decisions on
such applications; would permit the
Board to revoke those licenses when se-
rious violations of law have occurred;
would grant the Board more authority
over the examination of foreign bank
branches and agencies; and require for-
eign banks to report to the Board any
loans they make secured by the stock
of a U.S. bank.

The Banking Committee’'s
Subcommitee on Consumer and Regu-
latory Affairs, chaired by Senator
Dixon, will hold a hearing on these pro-
posals and related issues on May 23. We
will be looking for comments on this
and other proposals to strengthen the
regulation of foreign banks in this
country. Soon after that hearing, we
intend to begin putting into final form
our legislation to accomplish that ob-
jective.

NEED FOR LEGISLATION

Presently, there are approximately
580 foreign bank branches and agencies
operating in the United States and
they control over $600 billion in assets.
The present Federal framework for reg-
ulating foreign banks in this country is
set forth in the International Banking
Act of 1978. That legislation, we now
see, is imperfect and has resulted in a
patchwork system of State and Federal
regulation of foreign bank branches
and agencies with loopholes that some
foreign banks have exploited. Under
the 1978 statute, Federal regulators
lack powers necessary to properly over-
see operations of foreign banks. The re-
cent cases of serious criminal activi-
ties conducted by foreign banking enti-
ties in violation of U.S. laws and in
contradiction of major U.S. foreign
policies illustrate some of the weak-
nesses in this regulatory structure.

For example, the case of Bank of
Commerce and Credit International
[BCCI] raises questions about the cri-
teria used for approval of foreign bank-
ing operations in this country, and the
quality and frequency of examinations
of such entities by bank regulators. In
January 1990, BCCI, a State licensed
agency, pled guilty to running a major
money laundering operation in this
country and paid the highest penalty
in a money laundering case to date—
$14 million. Senior management offi-
cials of BCCI are alleged to have ac-
tively and intentionally encouraged
the solicitation of deposits which were
the profits of illegal activities, includ-
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ing those of General Manuel Antonio
Noriega. Among the many regulatory
issues involved in the BCCI case are
the following: What criteria did State
authorities apply in granting a license
to a foreign bank with no home coun-
try, a suspicious reputation, and an ex-
tremely complex worldwide holding
company structure designed to camou-
flage its intricate operations? More-
over, why didn't bank regulators iden-
tify such pervasive money laundering
activities during their examinations of
BCCI?

More recently, legal actions taken by
the Federal Reserve Board have con-
firmed allegations that BCCI has an
ownership interest in Credit and Com-
merce America Holdings [CCAH], a
U.S. bank holding company which owns
8 banks with 297 branches, operates in
6 States and the District of Columbia,
and controls approximately $11 billion
in assets. BCCI and CCAH entered into
consent decrees with the Federal Re-
serve Board requiring BCCI to divest
its ownership interest in First Amer-
ican Bank and its affiliates, and to
cease all its banking operations in the
United States. Yet, in 1981, the Federal
Reserve Board approved the acquisition
of the holding company by a group of
investors with close ties to BCCI amid
allegations that BCCI was behind the
acquisition. On May 6 of this year, the
Board issued another order requiring
BCCI to divest yet another secret own-
ership interest—this time, in Independ-
ence Bank in Encino, CA. This raises
questions about the Federal Reserve
Board's ability to act intelligently on
applications for investment by foreign
individuals or banks when the Board
has no way of compelling the provision
of adequate information to verify rep-
resentations made by those applicants.
The legislation we are introducing
today is designed to cure this short-
coming.

The second major case of serious
criminal activities conducted by a for-
eign bank branch or agency involved
Banca Nazionale del Lavoro [BNL].
BNL employees of a State-chartered
agency of the Italian bank secretly ap-
proved approximately $3 billion in ille-
gal loans and letters of credit to Iraq,
in direct contradiction to U.S. foreign
policies. BNL allegedly only reported a
fraction of this amount to State and
Federal regulatory agencies. In addi-
tion, BNL failed to report at least $1.8
billion in funds borrowed in world mar-
kets to fund its secret loans to Iraq. It
is my belief that more frequent and
thorough examinations of foreign enti-
ties operating in this country will help
prevent such activities. This legisla-
tion will make that possible.

FEDERAL RESERVE BOARD’S PROPOSALS

The Federal Reserve Board's pro-
posal, that I am introducing today,
would provide for a more comprehen-
sive regulatory structure for foreign
branches and agencies under the cen-
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tralized authority of the Federal Re-
serve Board. The International Bank-
ing Act of 1978 granted general over-
sight to the Federal Reserve for foreign
banking operations, but failed to give
the Board the necessary tools to effec-
tively regulate those entities.

This bill would require prior Federal
Reserve approval of the establishment
of all foreign bank State branches and
agencies. Under current law, foreign
banks can choose either a Federal or a
State license for branches and agencies
under the existing regulatory struc-
ture. Most foreign banks seek State li-
censes. According to December 1990
Federal Reserve Board statistics, of the
580 foreign bank branches and agencies
operating in the United States, 81 per-
cent are State licensed and control ap-
proximately 93 percent of total assets
of foreign branches’ and agencies' in
the United States. That amounts to
$626 billion of assets. Most major indus-
trial countries require some approval
at the national level—by the national
government or central bank—for for-
eign banks to establish branches in
their countries. If enacted into law, the
Federal Reserve Board's proposal
would not prevent foreign banks from
seeking State licenses, but would re-
quire Federal approval in addition to a
State license.

The legislation also would specify
uniform standards for approving or de-
nying applications of foreign banks.
For example, the Board could consider
whether the foreign bank is subject to
comprehensive supervision by regu-
latory authorities in its home country,
whether the foreign bank meets re-
quired capital standards, and whether
the bank has strong and experienced
management in its foreign and U.S. op-
erations. Moreover, the proposal would
amend the Bank Holding Company Act
to allow the Board to deny applications
unless the Board is given access to all
the information it needs to administer
its supervisory functions and other re-
sponsibilities under that act.

The bill, in addition, would authorize
the Board to terminate licenses of for-
eign banks, State branches, agencies
and commercial lending companies and
to recommend termination of Federal
licenses to the OCC. Such termination
could be based on any civil or eriminal
violation of law, unsafe banking prac-
tices, or the maintenance of inadequate
management in its U.S. offices. Proce-
dural safeguards would provide a for-
eign bank with due process before li-
censes are terminated. The legislation
also would grant the Board authority
to supervise and coordinate the timing
of examinations of all U.S. offices of
the same foreign bank and to com-
mence any examinations at a time de-
termined by the Board.

Finally, the legislation would require
foreign banks to report certain loans
secured by bank stock. Currently, any
federally insured depository institution
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must report to a bank regulatory agen-
cy when it makes a loan secured by 25
percent or more of the voting stock of
another insured depository institution.
By extending this requirement to for-
eign banks, situations like BCCI—
where BCCI secured control over U.S.
banks through bank stock loans—could
be prevented.

OTHER MEASURES ADDRESSING REGULATION OF

FOREIGN BANK BRANCHES AND AGENCIES

Last year, in response to the BCCI
and BNL cases, I worked with several
of my colleagues to include provisions
in the omnibus crime bill to extend
criminal penalties to foreign bank
branches and agencies. Many provi-
sions of the criminal code that apply to
U.8. banks—such as those dealing with
bank fraud, theft, embezzlement,
misapplication of funds and bribery—
did not apply to foreign banks' U.S.
branches and agencies. Those criminal
penalties now apply to foreign banks
operating in this country.

Also last year, in response to the
BCCI and other money laundering ac-
tivities of banks operating in our coun-
try, I worked with several other Sen-
ators on the Banking Committee on
legislation that increases the penalties
for depository institutions and their
employees convicted of money launder-
ing, including terminations of bank
charters. We passed that legislation in
the committee and on the Senate floor,
but were unable to get unanimous con-
sent from the Senate to meet with our
House counterparts in conference so
that we could enact the bill into law.
The same legislation was reintroduced
this year by Senator KERRY as S. 305
and I joined in cosponsoring it together
with Senators D'AMATO, GARN,
METZENBAUM, GRAHAM, BRYAN, AND
DixoN. I intend to work to get S. 305
passed by the Senate this year.

Since S. 305 was reintroduced, I have
learned that it does not specifically ad-
dress all State licensed foreign bank
branches and agencies, that is, those
that are not federally insured. Thus,
many State licensed, foreign branches
and agencies operating in the United
States would not be covered by that
proposed legislation and could escape
its penalties, including termination of
licenses.

Therefore, when the Banking Com-
mittee considers S. 305, I intend to
offer an amendment authorizing the
Federal Reserve Board, in effect, to
close down State licensed foreign
branches and agencies and to remove
employees of those entities convicted
of money laundering. The amendment
would require the Federal Reserve
Board to hold a hearing to consider
whether to terminate a branch or agen-
cy's license when that foreign bank’s
U.S. branch or agency or a director or
senior executive officer of such branch
or agency has been convicted of money
laundering. The State of Florida even-
tually did close down BCCI's operations
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which had engaged in money launder-
ing in that State but no Federal bank
regulatory agency had that authority.
Federal regulators must have such au-
thority, and I intend to make sure they
do.

The Banking Committee will con-
sider all of these proposals at hearings
later this month. I believe there are se-
rious loopholes in our regulatory struc-
ture that permit criminals to under-
mine our banking system and avoid
compliance with U.S. laws. I intend for
the Banking Committee to actively
and immediately review these loop-
holes and adopt legislation to close
them.

I ask unanimous consent that the
materials I have referred to, including
the bill, a section-by-section analysis
and a narrative statement describing
the purposes of the bill, be printed in
the RECORD in full.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 1019

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “‘Foreign
Bank Supervision Enhancement Act of 1991"".
SEC. 2. REGULATION OF FOREIGN BANK OPER-

ATIONS.

‘(a) ESTABLISHMENT AND TERMINATION OF
FOREIGN BANK OFFICES IN THE UNITED
STATES.—Section 7 of the International
Banking Act of 1978 (12 U.S.C. 3105) is amend-
ed by adding at the end thereof the following
new subsections:

‘(e) ESTABLISHMENT OF FOREIGN BANK OF-
FICES IN THE UNITED STATES.—

“(1) PRIOR APPROVAL REQUIRED.—No foreign
bank may establish a State branch or a
State agency, or acquire ownership or con-
trol of a commercial lending company, with-
out obtaining the prior approval of the
Board

*/(2) STANDARDS FOR APPROVAL.—In acting
on any application under paragraph (1), the
Board may take into account:

‘(A) whether the foreign bank engages di-
rectly in the business of banking outside the
United States and is subject to comprehen-
sive supervision or regulation on a consoli-
dated basis by the appropriate authorities in
its home country;

‘(B) whether the appropriate authorities
in the home country of the foreign bank
have consented to the proposed establish-
ment of a branch, agency or commercial
lending company in the United States by the
foreign bank;

‘YC) the financial and managerial re-
sources of the foreign bank, including its ex-
perience and capacity to engage in inter-
national banking;

‘(D) whether the foreign bank has provided
the Board with adequate assurances that it
will make available to the board such infor-
mation on the operations or activities of the
foreign bank and any of its affiliates that
the Board deems necessary to determine and
enforce compliance with this Act, the Bank
Holding Company Act of 1956, as amended,
and other applicable federal banking stat-
utes; and

‘(E) whether the foreign bank and its
United States affiliates are in compliance
with applicable United States law.
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“(8) ESTABLISHMENT OF CONDITIONS.—Con-
sistent with the standards for approval in
paragraph (2), the Board may impose such
conditions on its approval under this sub-
section as it deems necessary.

“(f) TERMINATION OF FOREIGN BANK OFFICES
IN THE UNITED STATES.—

‘(1) STANDARDS FOR TERMINATION.—The
Board, after notice and opportunity for hear-
ing, may order a foreign bank that operates
a State branch or agency or commercial
lending company subsidiary in the United
States to terminate the activities of such
branch, agency or subsidiary if the Board
finds that:

“(A) there is reasonable cause to believe
that such foreign bank, or any affiliate of
such foreign bank, has committed a viola-
tion of law or engaged in an unsafe or un-
sound banking practice in the United States;
and

“(B) as a result of such violation or prac-
tice, the continued operation of the foreign
bank’s branch, agency or commercial lend-
ing company subsidiary in the United States
would not be consistent with the public in-
terest or with the purposes of this Act, the
Bank Holding Company Act of 1956, as
amended, or the Financial Institutions Su-
pervisory Act of 1966.

‘**(2) DISCRETION TO DENY HEARING.—The
Board may take the action described in para-
graph (1) without providing an opportunity
for a hearing if it determines that expedi-
tious action is necessary in order to protect
the public interest.

‘3) EFFECTIVE DATE OF TERMINATION
ORDER.—ADN order issued under paragraph (1)
shall become effective within 120 days of its
issuance or such longer time period as the
Board may direct.

‘‘(4) COMPLIANCE WITH STATE AND FEDERAL
LAW.—Any foreign bank required to termi-
nate activities conducted at offices or sub-
sidiaries in the United States pursuant to
this subsection shall comply with the re-
quirements of applicable Federal and State
law with respect to procedures for the clo-
sure or dissolution of such offices or subsidi-
aries.

*(5) RECOMMENDATION TO COMPTROLLER FOR
TERMINATION OF A FEDERAL BRANCH OR AGEN-
cY.—The Board may recommend to the
Comptroller termination of the license of a
Federal branch or Federal agency of a for-
eign bank whenever the Board has reason-
able cause to believe that such foreign bank
or any affiliate thereof has engaged in con-
duct that would warrant termination of the
activities of a State branch or State agency
of a foreign bank under standards for termi-
nation set forth in paragraph (1). The Comp-
troller may act in response to such rec-
ommendation in accordance with the provi-
sions of section 4(1) of this Act.

‘/(6) ENFORCEMENT OF ORDERS.—The Board,
or the Comptroller in connection with an
order issued under section 4(i) of this Act,
may in its discretion apply to any United
States district court within a jurisdiction in
which any office or subsidiary of the foreign
bank against which the Board or the Comp-
troller has issued an order under paragraph
(1) is located, for the enforcement of any ef-
fective and outstanding order issued under
this section, and the United States district
courts shall have jurisdiction and power to
order and require compliance therewith.

‘Y(g) JUDICIAL REVIEW.—

“(1) JURISDICTION OF UNITED STATES COURTS
OF APPEALS.—Any foreign bank against
which the Board has issued an order under
subsection (e) or (f), or against which the
Comptroller has issued an order under sec-
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tion 4(i) of this Act, may obtain a review of
such order in the United States Court of Ap-
peals within any circuit wherein such foreign
bank operates a branch, agency, or commer-
cial lending company that has been required
by such order to terminate its activities, or
in the United States Court of Appeals for the
District of Columbia Circuit, by filing in the
court, within thirty days after entry of the
order of the Board or the Comptroller, a peti-
tion praying that the order be modified or
set aside.

“(2) PROCEDURES FOR JUDICIAL REVIEW.—A
copy of such petition shall be forthwith
transmitted to the Board or the Comptroller
by the clerk of the court, as appropriate, and
thereupon the Board or the Comptroller
shall file in the court the record made before
the Board or the Comptroller, as provided in
section 2112 of Title 28.

“(3) SCOPE OF JUDICIAL REVIEW.—Upon the
filing of such petition, the court shall have
jurisdiction to affirm, modify or set aside
the order of the Board or the Comptroller
and to require the Board or the Comptroller
to take such action with regard to the mat-
ter under review as the court deems proper.
The findings of the Board or the Comptroller
as to the facts, if supported by substantial
evidence, shall be conclusive."

“(4) EXCLUSIVE JURISDICTION.—Judicial re-
view of any order issued under subsection (e)
or (f) or section 4(i) of this Act shall be ex-
clusively as provided for in this subsection.
No other court shall have jurisdiction to af-
fect by injunction or otherwise the issuance
or enforcement of any order under this sec-
tion, or to review, modify, suspend, termi-
nate, or set aside any such order.

‘(h) CONSULTATION WITH STATE BANK LI-
CENSING AUTHORITY.—The Board shall re-
quest and consider any views of the appro-
priate State bank licensing authority with
respect to an application or action under
subsection (e) or (f).".

(b) STANDARDS FOR APPROVAL OF FEDERAL
BRANCHES AND AGENCIES.—Section 4(a) of the
International Banking Act of 1978 (12 U.S.C.
3102(a)) is amended—

(1) by striking the heading and inserting
instead ‘‘PRIOR APPROVAL REQUIRED.—";

(2) by inserting ‘(1) APPROVAL OF COMP-
TROLLER.—" before “Except’’; and

(3) by adding at the end thereof the follow-
ing new paragraph:

*(2) STANDARDS FOR APPROVAL.—In deter-
mining whether to grant approval under this
subsection, the Comptroller shall apply the
standards for approval set forth in section
T(e)(2) of this Act. The Comptroller shall pro-
vide the Board with notice and an oppor-
tunity to comment on any application to es-
tablish a Federal branch or Federal agency
under this subsection.™.

(c) STANDARDS FOR APPROVAL OF ADDI-
TIONAL FEDERAL BRANCHES AND AGENCIES.—
Section 4(h) of the International Banking
Act of 1978 (12 U.8.C. 3102(h)) is amended—

(1) by striking the heading and inserting
instead ‘‘ADDITIONAL BRANCHES OR AGEN-
CIES.—"";

(2) by inserting ‘‘(1) APPROVAL OF COMP-
TROLLER REQUIRED.—'' before “A foreign'’;
and

(3) by adding at the end thereof the follow-
ing new paragraph:

“(2) STANDARDS FOR APPROVAL.—In deter-
mining whether to grant approval under this
subsection, the Comptroller shall apply the
standards for approval set forth in section
T(e)(2) of this Act. The Comptroller shall re-
quest and consider any views of the Board
with respect to an application to establish
an additional Federal branch or Federal
agency under this subsection.”.
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(d) DISAPPROVAL FOR FAILURE TO AGREE TO
PROVIDE NECESSARY INFORMATION.—Section
3(c) of the Bank Holding Company Act of 1956
(12 U.8.C. 1842(c)) is amended—

(1) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B);

(2) by inserting ‘(1) COMPETITIVE FAC-
TORS8.—" before ‘‘The Board shall” the first
time it appears;

(3) by inserting ‘‘(2) BANKING AND CONVEN-
IENCE AND NEEDS FACTORS.—" before “In
every case’’;

(4) by inserting *‘‘(4) TREATMENT OF CERTAIN
BANK STOCK LOANS.—'" before ‘‘Notwith-
standing”; and

(5) by inserting after paragraph (2) the fol-
lowing new paragraph:

*(3) SUPERVISORY FACTORS.—The Board
may disapprove any application under this
section if the company or companies fail to
provide the Board with adequate assurances
that they will make available to the Board
such information on the operations or activi-
ties of such company or companies and any
affiliate of such company or companies that
the Board deems necessary to determine and
enforce compliance with this Act, or, in the
case of an application involving a foreign
bank, the foreign bank is not subject to com-
prehensive supervision or regulation on a
consolidated basis by the appropriate au-
thorities in its home country.”.

(e) CONFORMING AMENDMENTS.—

(1) AFFILIATE DEFINED.—Section 1(b)(13) of
the International Banking Act (12 U.S8.C.
3101(13)) is amended by inserting ‘‘affiliate,”
after ‘‘the terms” the first time it appears.

(2) REPRESENTATIVE OFFICE DEFINED.—Sec-
tion 1(b)(13) of the International Banking
Act (12 U.8.C. 3101(13)) is amended by insert-
ing at the end the following new paragraph:

*(15) “representative office' means any of-
fice of a foreign bank located in any State of
the United States that is not a Federal
branch, Federal agency, State branch, State
agency or subsidiary of a foreign bank.”.

SEC. 3. CONDUCT AND COORDINATION OF EXAMI-
NATIONS.

(a) AUTHORITY OF BOARD TO CONDUCT AND
COORDINATE EXAMINATIONS.—Section T(c) of
the International Banking Act of 1978 (12
U.8.C. 3105(b)) is amended—

(1) By striking paragraph (1) and inserting
in lieu thereof the following new paragraph:

‘(1) EXAMINATION OF BRANCHES, AGENCIES
AND AFFILIATES.—

‘“(A) IN GENERAL.—The Board may make
examinations of each branch or agency of a
foreign bank, of each commercial lending
company or bank controlled by one or more
foreign banks or by one or more foreign com-
panies that control a foreign bank, and of
any other office or affiliate of a foreign bank
conducting business in the United States or
any territory or dependency of the United
States. The cost of such examinations shall
be assessed against and paid by such foreign
bank or company, as the case may be.”

‘(B) COORDINATION OF EXAMINATIONS.—The
Board shall seek to coordinate its examina-
tions under this paragraph with the Comp-
troller, the Federal Deposit Insurance Cor-
poration, and appropriate State supervisory
authorities, including requesting, when the
Board deems appropriate, simultaneous ex-
aminations of all offices of a foreign bank
and its affiliates operating in the United
States. Nothing in this subparagraph shall
be construed to prevent the Board from con-
ducting any examination under subpara-
graph (A) that it deems appropriate.”.

(2) In paragraph (2), by inserting “REPORT-
ING REQUIREMENTS.—"' before ‘‘Each branch''.

(b) COORDINATION OF EXAMINATIONS.—Sec-
tion 4(b) of the International Banking Act of
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1978 (12 U.S.C. 3102(b)) is amended by adding
at the end thereof the following new sen-
tence:

“The Comptroller shall coordinate examina-
tions of the Federal branches and agencies of
foreign banks with examinations conducted
by the Board under section 7(c)(1) and, to the
extent possible, shall participate in any si-
multaneous examinations of the United
States operations of a foreign bank re-
quested by the Board under section 7(c)(1) of
the Act.”.

(c) PARTICIPATION IN COORDINATED EXAMI-
NATIONS.—Section 10(b)(2) of the Federal De-
posit Insurance Act (12 U.S.C. 1820(b)(2)) is
amended by adding at the end thereof the
following new sentence:

The Board of Directors shall coordinate ex-
aminations of insured State branches of for-
eign banks with examinations conducted by
the Board under section T(c)(1) and, to the
extent possible, shall participate in any si-
multaneous examination of the United
States operations of a' foreign bank re-
quested by the Board of Governors of the
Federal Reserve System under section 7(c)(1)
of the International Banking Act of 1978, as
amended (12 U.8.C. §3105).".

SEC. 4. SUPERVISION OF THE REPRESENTATIVE

OFFICES OF FOREIGN BANKS.,

Section 10 of the International Banking
Act of 1978 (12 U.S.C. 3107) is amended by
striking subparagraphs (a) and (b) and in-
serting in lieu thereof the following new sub-
paragraphs:

‘‘(a) PRIOR APPROVAL TO ESTABLISH REP-
RESENTATIVE OFFICES,—

‘‘(1) IN GENERAL.—No foreign bank may es-
tablish a representative office without the
prior approval of the Board.

‘‘(2) STANDARDS OF APPROVAL.—In acting
on any application under this paragraph to
establish a representative office, the Board
shall take into account the standards for ap-
proval set forth in section 7(e)(2) of this Act
and may impose any additional requirements
that are necessary to carry out the purposes
of this Act.

“(b) TERMINATION OF REPRESENTATIVE OF-
FICES.—The Board may order the termi-
nation of the activities of a representative
office of a foreign bank on the basis of the
same standards, procedures and require-
ments as apply under, and subject to judicial
review as provided in, section 7(e)(3) of this
Act.

‘(c) EXAMINATIONS.—The Board may make
examinations of each representative office of
a foreign bank, the cost of which shall be as-
sessed against and paid by such foreign bank.

‘*(d) COMPLIANCE WITH STATE LAW.—This
Act does not authorize the establishment of
a representative office in any State in con-
travention of State law.".

SEC. 5. REPORTING OF STOCK LOANS.

Section T(jX9) of the Federal Deposit Insur-
ance Act (2 U.S.C. 1817(j)(9)) is amended to
read as follows—

'“(9) REPORTING OF STOCK LOANS.

“(A) REPORT REQUIRED.—Any financial in-
stitution and any affiliate thereof that has
credit outstanding to any person or group of
persons secured or to be secured by shares of
an insured depository institution shall file a
consolidated report with the appropriate fed-
eral banking agency for the insured deposi-
tory institution if such extensions of credit
by the financial institution and its affiliates,
in the aggregate, are secured or to be secured
by 25 percent or more of any class of shares
of the same insured depository institution.

‘“(B) DEFINITIONS.—For purposes of this
paragraph—
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‘/(1) FINANCIAL INSTITUTION.—the term ‘‘fi-
nancial institution” means any insured de-
pository institution and any foreign bank
that is subject to the provisions of the Bank
Holding Company Act of 1956 by virtue of
section 8(a) of the International Banking Act
of 1978.

‘(i1) CREDIT OUTSTANDING.—the term *‘‘cred-
it outstanding" shall include—

*(I) any loan or extension of credit,

“(II) the issuance of a guarantee, accept-
ance, or letter of credit, including an en-
dorsement or standby letter of credit, and

‘(IIT) any other type of transaction that
provides credit or financing to the person or
group of persons.

‘Y(111) GROUP OF PERSONS.—the term ‘‘group
of persons” shall include any number of per-
sons that the financial institution reason-
ably belleves—

‘(1) are acting together, in concert, or with
one another to acquire or control shares of
the same insured depository institution, in-
cluding an acquisition of shares of the same
insured depository institution at approxi-
mately the same time under substantially
the same terms; or

‘Y(II) have made, or propose to make, a
joint filing under section 13 of the Securities
Exchange Act of 1934 regarding ownership of
the shares of the same insured depository in-
stitution.

“(C) INCLUSION OF SHARES HELD BY THE FI-
NANCIAL INSTITUTION.—Any shares of the in-
sured depository institution held by the fi-
nancial institution or any of its affiliates as
principal shall be included in the calculation
of the number of shares in which the finan-
cial institution or its affiliates has a secu-
rity interest for purposes of subparagraph
(A).

‘(D) TIMING AND CONTENT OF REPORT; COPY
TO APPROPRIATE AGENCY FOR THE LENDING FI-
NANCIAL INSTITUTION.—The report required
by this paragraph shall be a consolidated re-
port on behalf of the financial institution
and all of its affiliates, and shall be filed in
writing within 30 days of the time the finan-
cial institution or any of its affiliates be-
lieves that the 25 percent level referred to in
subparagraph (A) has been met or exceeded.
The report shall indicate the number and
percentage of shares securing each relevant
extension of credit, the identity of the bor-
rower, and the number of shares held as prin-
cipal by the financial institution and any of
its affiliates. A copy of the report shall be
filed with the appropriate federal banking
agency for the financial institution. Each ap-
propriate federal banking agency may re-
quire any additional information necessary
to carry out its supervisory responsibilities.

*(B) EXCEPTIONS.—

‘(1) EXCEPTION WHERE INFORMATION PRO-
VIDED BY BORROWER.—Notwithstanding sub-
paragraph (A), a financial institution and its
affiliates shall not be required to report a
transaction under this paragraph if the per-
son or group of persons has disclosed the
amount borrowed from the financial institu-
tion and its affiliates and the security inter-
est of the financial institution and its affili-
ates to the appropriate federal banking agen-
cy for the insured depository institution in
connection with a notice filed under this
subsection, an application filed under the
Bank Holding Company Act or the Savings
and Loan Holding Company Act, or any
other formal application that is filed with
the appropriate federal banking agency for
the insured depository institution as a sub-
stitute for a notice under this subsection,
such as an application for deposit insurance,
membership in the Federal Reserve System,
or a national bank charter.
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‘(i) EXCEPTION FOR SHARES OWNED FOR
MORE THAN ONE YEAR.—Notwithstanding
subparagraph (A), a financial institution and
its affiliates shall not be required to report a
transaction involving a person or group of
persons that has been the owner or owners of
record of the stock for a period of one year
or more or where the stock is that of a newly
chartered bank prior to its opening.

SEC. 6. COOPERATION WITH FOREIGN SUPER-
VISORS.

The International Banking Act of 1978 (12
U.8.C. 3101 et seq.) is amended by adding at
the end thereof the following new section:

“SEC. 15. COOPERATION WITH FOREIGN SUPER-
VISORS.

“(a) DISCLOSURE OF SUPERVISORY INFORMA-
TION TO FOREIGN SUPERVISORS.—Notwith-
standing any other provision of law, the
Board, the Comptroller, the Federal Deposit
Insurance Corporation, and the Office of
Thrift Supervision may disclose information
obtained in the course of exercising super-
visory or examination authority to any for-
eign bank regulatory or supervisory author-
ity where such disclosure is deemed nec-
essary or appropriate by such agency of the
United States and such disclosure would not
prejudice the interests of the United States.

“(b) REQUIREMENT OF CONFIDENTIALITY.—
Prior to disclosure of any information to a
foreign authority, the United States agency
shall obtain as necessary the agreement of
such foreign authority to maintain the con-
fidentiality of such information to the ex-
tent possible under applicable law.".

SEC. 7. APPROVAL REQUIRED FOR ACQUISITION
BY FOREIGN BANKS OF SHAHES OF
UNITED STATES BANKS.

Section 8(a) of the International Banking
Act of 1978 (12 U.S.C. 3106(a)) is amended by
placing a period after the word ‘‘thereto"
and deleting everything thereafter.

SEC. 8. PENALTIES,

The International Banking Act of 1978 (12
U.8.C. 3101 et seq.) is further amended by
adding at the end thereof (after the new sec-
tion added by section 6 of this Act) the fol-
lowing new section:

“SEC. 16. PENALTIES.

(a) CIVIL MONEY PENALTY—

*(1) IN GENERAL.—Any foreign bank, and
any branch, agency, other office, or subsidi-
ary of a foreign bank that violates, and any
individual who participates in a violation of,
any provision of this Act, or any regulation
or order issued pursuant thereto, shall for-
feit and pay a civil penalty of not more than
$25,000 for each day during which such viola-
tion continues.

‘(2) ASSESSMENT PROCEDURES.—Any pen-
alty imposed under paragraph (1) may be as-
sessed and collected by the appropriate Fed-
eral banking agency in the manner provided
in subparagraphs (E), (F), (G), and (I) or sec-
tion 8(i)2) of the Federal Deposit Insurance
Act (12 U.S.C. 1818(i)2)) for penalties im-
posed (under such section), and any such as-
sessments shall be subject to the provisions
of such section.

‘(3) HEARING.—The foreign bank, branch,
agency, other office, or subsidiary of a for-
eign bank, or other person against whom any
penalty is assessed under this section shall
be afforded an agency hearing if such foreign
bank, branch, agency, other office, or sub-
sidiary, or person submits a request for a
hearing within 20 days after the issuance of
the notice of assessment. Section 8(h) of the
Federal Deposit Insurance Act (12 U.S.C.
1818(h)) shall apply to any proceeding under
this section.
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“(4) DISBURSEMENT.—AIl penalties col-
lected under authority of this section shall
be deposited into the Treasury.

‘(6) VIOLATE DEFINED.—For purposes of
this section, the term ‘violate’ includes tak-
ing any action (alone or with others) for or
toward causing, bringing about, participat-
ing in, counseling, or aiding or abetting a
violation.

“(6) REGULATIONS.—The appropriate Fed-
eral banking agency shall prescribe regula-
tions establishing such procedures as may be
necessary to carry out this section.

“(b) NOTICE UNDER THIS SECTION AFTER
SEPARATION FROM SERVICE.—The resigna-
tion, termination of employment or partici-
pation, or separation of an institution-affili-
ated party (within the meaning of section
3(u) of the Federal Deposit Insurance Act (12
U.8.C. 1813(u)) with respect to a foreign
bank, or branch, agency, other office, or sub-
sidiary of a foreign bank (including a separa-
tion caused by the termination of a location
in the United States) shall not affect the ju-
risdiction or authecrity of the appropriate
Federal banking agency to issue any notice
or to proceed under this section against any
such party, if such notice is served before the
end of the 6-year period beginning on the
date such party ceased to be such a party
with respect to such foreign bank or branch,
agency, other office, or subsidiary of a for-
eign bank (whether such date occurs before,
on, or after the date of enactment of this
Act).

‘(c) PENALTY FOR FAILURE TO MAKE RE-
PORTS.—

‘(1) FIRST TIER.—Any foreign bank, or
branch, agency, other office, or subsidiary of
a foreign bank, that—

“(A) maintains procedures reasonably
adapted to avoid any inadvertent error and,
unintentionally and as a result of such
error—

“(1) fails to make, submit, or publish such
reports or information as may be required
under this Act or under regulations pre-
scribed by the apppropriate Federal banking
agency under this Act, within the period of
time specified by the agency; or

“(1i) submits or publishes any false or mis-
leading report or information; or

*(B) inadvertently transmits or publishes
any report that is minimally late,

shall be subject to a penalty of not more
than $2,000 for each day during which such
failure continues or such false or misleading
information is not corrected. The foreign
bank, or branch, agency, other office, or sub-
sidiary of a foreign bank, shall have the bur-
den of proving that an error was inadvertent
and that a report was inadvertently trans-
mitted or published late.

‘(2) SECOND TIER.—Any foreign bank, or
branch, agency, other office, or subsidiary of
a foreign bank, that—

“(A) falls to make, submit, or publish such
reports or information as may be required
under this Act or under regulations pre-
scribed by the appropriate Federal banking
agency pursuant to this Act, within the time
period specified by the agency; or

*(B) submits or publishes any false or mis-
leading report or information,

in a manner not described in paragraph (1)
shall be subject to a penalty of not more
than $20,000 for each day during which such
failure continues or such false or misleading
information is not corrected.

“(3) THIRD TIER.—Notwithstanding para-
graph (2), if any company knowingly or with
reckless disregard for the accuracy of any in-
formation or report described in paragraph
(2) submits or publishes any false or mislead-
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ing report or information, the appropriate
Federal banking agency may, in its discre-
tion, assess a penalty of not more than
$1,000,000 or 1 percent of total assets of such
foreign bank, or branch, agency, other office,
or subsidiary of a foreign bank, whichever is
less, per day for each day during which such
failure continues or such false or misleading
information is not corrected.

‘‘(4) ASSESSMENT OF PENALTIES.—Any pen-
alty imposed under paragraphs (1), (2), or (3)
shall be assessed and collected by the appro-
priate Federal banking agency in the manner
provided in subsection (a) of this section (for
penalties imposed under such subsection)
and any such assessment (including the de-
termination of the amount of the penalty)
shall be subject to the provisions of such
subsection.

**(5) HEARING.—Any foreign bank, or
branch, agency, other office, or subsidiary of
a foreign bank, against which any penalty is
assessed under this subsection shall be af-
forded an agency hearing if such foreign
bank, or branch, agency, other office, or sub-
sidiary of a foreign bank, submits a request
for such hearing within 20 days after the is-
suance of the notice of assessment. Section
8(h) of the Federal Deposit Insurance Act (12
U.S.C. 1818(h)) shall apply to any proceeding
under this subsection.”.

SEC. 9. POWERS OF AGENCIES RESPECTING AP-
PLICATIONS, EXAMINATIONS, AND
OTHER PROCEEDINGS.

Section 13(b) of the International Banking
Act of 1978 (12 U.S.C. 3108(b)) is amended—

(a) by striking the heading and replacing it
with “Enforcement.'”;

(b) by inserting ‘‘(1)"" before ““In'’ and

(c) by adding at the end the following new

ragraph;

“(2) POWERS RESPECTING APPLICATIONS, EX-
AMINATIONS, AND OTHER PROCEEDINGS.—

‘“(A) IN GENERAL.—In the course of or in
connection with an application, examina-
tion, investigation, or other proceeding
under this Act, the Board, the Comptroller,
and the Federal Deposit Insurance Corpora-
tion, as appropriate, or any member or des-
ignated representative thereof, including
any person designated to conduct any hear-
ing under this Act, shall have the power to
administer oaths and affirmations, to take
or to cause to be taken depositions, and to
issue, revoke, quash, or modify subpoenas
and subpoenas duces tecum.

*(B) RULE-MAKING AUTHORITY.—The Board,
the Comptroller, and the Federal Deposit In-
surance Corporation shall have the authority
to issue rules and regulations to effectuate
the purposes of section 13(b)(2)(A) of this
Act.

**(C) SUBPOENA POWER.—The attendance of
witnesses and the production of documents
provided for in this subsection may be re-
quired by subpoena or subpoena duces tecum
from any place in any State or in any terri-
tory or other place subject to the jurisdic-
tion of the United States at any designated
place where such proceeding is being con-
ducted.

‘(D) JUDICIAL REVIEW.—Any party to pro-
ceedings under this act may apply to the
United States District Court for the District
of Columbia, or the United States district
court for the judicial district or the United
States court in any territory in which such
proceeding is being conducted, or where the
witness resides or carries on business, for the
enforcement of any subpoena or subpoena
duces tecum issued pursuant to this sub-
section, and such courts shall have jurisdic-
tion and power to require compliance there-
with.
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‘(E) WITNESS FEES.—Witnesses subpoenaed
under this subsection shall be paid the same
fees and mileage that are paid to witnesses
in the district courts of the United States.

“(F) SERVICE OF PROCESS.—Any service re-
quired under this subsection may be made by
registered mail, or in such other manner rea-
sonably calculated to give actual notice as
the agency may by regulation or otherwise
provide.

‘(G) ATTORNEYS' FEES.—Any court having
jurisdiction of any proceeding instituted
under this Act may allow to any party that
succeeds in having an agency order modified
or set aside such reasonable expenses and at-
torneys' fees as it deems just and proper.

‘(H) PENALTIES FOR NOT COMPLYING FOR
EACH DAY THAT SUCH FAILURE OR REFUSAL
CONTINUES.—Any person who willfully shall
fail or refuse to attend and testify or to an-
swer any lawful inquiry or to produce books,
papers, correspondence, memoranda, con-
tracts, agreements, or other records, if in
such person’s power so to do, in obedience to
the subpoena of the agency, shall be guilty of
a misdemeanor and, upon conviction, shall
be subject to a fine of not more than $10,000
for each day that such failure or refusal con-
tinues or to imprisonment for a term of not
more than one year or both.".

SEC. 10. PENALTIES FOR FAILURE TO COMPLY
WITH AGENCY SUBPOENA.

(a) Section 5(f) of the Bank Holding Com-
pany Act 1956 (12 U.S.C. 1844(f)) is amended in
the last sentence by striking ‘‘$1000"" and in-
serting in lieu thereof ‘‘$10,000 for each day
that such failure or refusal continues™.

(b) Section 8(n) of the Federal Deposit In-
surance Act (12 U.S.C. 1818(n)) is amended in
the last sentence by striking “$1000" and in-
serting in lien thereof ‘‘$10,000 for each day
that such failure or refusal continues’.

SEC. 11. CLARIFICATION OF MANAGERIAL STAND-
w IN BANK HOLDING COMPANY

Section 3(c) of the Bank Holding Company
Act (12 U.8.C. 1842(c)) is amended by adding
at the end of paragraph (2) (as redesignated
by section 2(d) of this Act) the following new
sentence: “Consideration of the managerial
resources of a company or bank shall include
consideration of the competence, experience,
and integrity of the officers, directors, and
principal shareholders of the company or
bank.".

SEC. 12. AUTHORITY OF FEDERAL BANKING
AGENCIES TO ENFORCE CONSUMER
STATUTES.

(a) AMENDMENTS TO THE HOME MORTGAGE
DISCLOSURE ACT.—

(1) MAINTENANCE OF RECORDS AND PUBLIC
DISCLOSURE.—Section 304(h) of the Home
Mortgage Disclosure Act of 1975 (12 U.8.C.
2803(h)) is amended by striking paragraphs
(1) and (3) and inserting in lieu thereof the
following new paragraphs:

‘(1) the Comptroller of the Currency for
national banks and Federal branches and
Federal agencies of foreign banks;

* * * * *

‘(3) the Federal Deposit Insurance Cor-
poration for banks insured by the Federal
Deposit Insurance Corporation (other than
members of the Federal Reserve System),
mutual savings banks, insured branches of
foreign banks, and any other depository in-
stitution described in section 303(2)(A) which
is not otherwise referred to in this para-
graph;".

(2) ENFORCEMENT.—Section 305(b) of the
Home Mortgage Disclosure Act of 1975 (12
U.S.C. 2804(b)) is amended by striking para-
graph (1) and inserting in lieu thereof the
following new paragraph:
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**(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

“(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

*(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board; and

*(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System), mutual sav-
ings banks as defined in section 3(f) of the
Federal Deposit Insurance Act (12 U.S.C.
1813(f)), insured branches of foreign banks,
and any other depository institution not re-
ferred to in this paragraph or paragraph (2)
or (3) of this subsection, by the Board of Di-
rectors of the Federal Deposit Insurance Cor-
poration.

‘(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S8.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.8.C. 3101)."",

(b) AMENDMENT TO THE TRUTH IN LENDING
AcT.—Section 108(a) of the Consumer Credit
Protection Act (15 U.S.C. 1607(a)) is amended
by striking paragraph (1) and inserting in
lieu thereof the following new paragraph:

(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

“(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

“(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board; and

“(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

‘(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.S.C. 3101)."".

(c) AMENDMENT TO THE FAIR CREDIT RE-
PORTING ACT.—Section 621(b) of the
Consumer Credit Protection Act (15 U.S.C.
1681s8(b)) is amended by striking paragraph
(1) and inserting in lieu thereof the following
new paragraph:

(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

“{A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

*(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board of Gov-
ernors of the Federal Reserve System; and
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*(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

*(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S.C, 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.8.C. 3101).".

(d) AMENDMENT TO THE EQUAL CREDIT OP-
PORTUNITY AcCT.—Section T04(a) of the
Consumer Credit Protection Act (15 U.S8.C.
1691c(a)), is amended by striking paragraph
(1) and inserting in lieu thereof the following
new paragraph:

‘(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

“(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

“(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board; and

*(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

‘(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.S.C. 3101).".

(e) AMENDMENT TO THE FAIR DEBT COLLEC-
TION PRACTICES ACT.—Section 814(b) of the
Consumer Credit Protection Act (15 U.S8.C.
16921(b)) is amended by striking paragraph
(1) and inserting in lieu thereof the following
new paragrpah:

**(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

‘(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

‘(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board of Gov-
ernors of the Federal Reserve System; and

*(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

*(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.8.C. 3101).".

(f) AMENDMENT TO THE ELECTRONIC FUND
TRANSFER AcT.—Section 91T(a) of the
Consumer Credit Protection Act (156 U.S.C.
16930(a)), as amended by the Financial Insti-
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tutions Regulatory and Interest Rate Con-
trol Act of 1978, is amended by striking para-
graph (1) and inserting in lieu thereof the
following new paragraph:

*(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of —

‘‘(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

‘“(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured branches of foreign banks),
commercial lending companies owned or con-
trolled by foreign banks, and organizations
operating under section 25 or 25(a) of the
Federal Reserve Act, by the Board; and

*(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

“(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.8.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.8.C. 3101).".

(g) AMENDMENT TO THE FEDERAL TRADE
COMMISSION ACT.—

(i) DEFINITIONS.—Section 4 of the Federal
Trade Commission Act (156 U.8.C. 44) is
amended by adding at the end thereof the
following new paragraph: ‘‘‘Banks' means
the types of banks and other financial insti-
tutions referred to in section 18(f)(2).".

(2) ENFORCEMENT.—Section 18(f) of the Fed-
eral Trade Commission Act (156 U.8.C. 5Ta(f))
is amended by striking paragraph (2) and in-
serting in lieu thereof the following new
paragraph:

“(2) Compliance with regulations pre-
scribed under this subsection shall be en-
forced under section 8 of the Federal Deposit
Insurance Act, in the case of—

‘“(A) national banks, banks operating
under the code of law for the District of Co-
lumbia, and Federal branches and Federal
agencies of foreign banks, by the Comptrol-
ler of the Currency;

“(B) member banks of the Federal Reserve
System (other than national banks and
banks operating under the code of law for
the District of Columbia), branches and
agencies of foreign banks (other than Fed-
eral branches, Federal agencies, and insured
branches of foreign banks), commercial lend-
ing companies owned or controlled by for-
elgn banks, and organizations operating
under section 25 or 25(a) of the Federal Re-
serve Act, by the division of consumer affairs
established by the Board of Governors of the
Federal Reserve System; and

‘(C) banks insured by the Federal Deposit
Insurance Corporation (other banks referred
to in subparagraph (A) or (B)) and insured
branches of foreign banks, by the division of
consumer affairs established by the Board of
Directors of the Federal Deposit Insurance
Corporation.

‘(D) The terms used in this paragraph that
are not defined in the Federal Trade Com-
mission Act or otherwise defined in section
3(s) of the Federal Deposit Insurance Act (12
U.8.C. 1813(s)) shall have the meaning given
to them in section 1(b) of the International
Banking Act of 1978 (12 U.S.C. 3101).".

(h) AMENDMENT TO THE EXPEDITED FUNDS
AVAILABILITY ACT.—Section 610(a) of the
Competitive Equality Banking Act of 1987 (12
U.5.C. 4009(a)) is amended by striking para-
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graph (1) and inserting in lieu thereof the
following new paragraph:

“(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

“(A) national banks, and Federal branches
and Federal agencies of foreign banks, by the
Comptroller of the Currency;

“(B) member banks of the Federal Reserve
System (other than national banks), and of-
fices, branches, and agencies of foreign
banks located in the United States (other
than Federal branches, Federal agencies, and
insured branches of foreign banks), by the
Board of Governors of the Federal Reserve
System; and

**(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
branches of foreign banks, by the Board of
Directors of the Federal Deposit Insurance
Corporation.

‘(D) The terms used in this paragraph that
are not defined in this title or otherwise de-
fined in section 3(s) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(s)) shall have
the meaning given to them in section 1(b) of
the International Banking Act of 1978 (12
U.8.C. 3101).".

U.S. SENATE, COMMITTEE ON BANK-
ING, HOUSING, AND URBAN AF-
FAIRS,
Washington, DC, March 25, 1991.
Hon. ALAN GREENSPAN,
Chairman, Board of Governors of the Federal
Reserve System, Washington, DC.

DEAR CHAIRMAN GREENSPAN: On March 4,
1991, the Bank of Credit and Commerce Inter-
national (**BCCI") entered into a consent de-
cree with the Federal Reserve Board
(“Board") to divest its Interest in First
American Bank and to cease all operations
and activities in the United States. I under-
stand that the Board also has initiated a
civil investigation into the nature of the re-
lationship between BCCI and First American
Bank and, on January 22, 1991, referred that
same matter to the Department of Justice
for a possible criminal investigation.

We have no desire to duplicate the inves-
tigative work being conducted by the Board
on the BCCI matter. It is also our policy not
to become involved in matters that are
under criminal investigation by the Depart-
ment of Justice. We do not wish to interfere
or jeopardize any ongoing investigation in
any way and we understand that any re-
sponse made to this request will accordingly
be provided in that context.

Nevertheless, the BCCI matter does raise
important policy issues about the adequacy
of regulation and supervision of foreign
banking entities in the United States. The
suggestions you gave us last year about ex-
tending criminal penalties to the agencies
and branches of foreign banks operating in
this country were very useful and were in-
corporated in the Crime Control Act of 1990.
It would be very helpful for the Committee
to know whether the Federal Reserve Board,
in examining the BCCI matter, has reached
any conclusions about further regulatory or
legislative changes that may be needed to
better supervise the operations of foreign fi-
nancial institutions in this country. We pres-
ently are re-examining legislation developed
and reported by the Committee last year to
strengthen the U.8. Government's ability to
control and punish money laundering by fi-
nancial institutions. It is our hope to mark
up and report out such legislation later this
spring. We would appreciate any legislative
recommendations you might formulate to
strengthen supervision of foreign banks, in
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light of your ongoing investigation of the
BCCI matter, for possible incorporation into
that bill. If you determine that legislative
changes are not needed, but have other rec-
ommendations, we would appreciate learning
that as well.

Thank you for your continued cooperation.
I look forward to your reply.

Sincerely,
DoNALD W. RIEGLE, Jr.,
Chairman.
U.S. SENATE, COMMITTEE ON BANK-
ING, HOUSING, AND URBAN AF-
FAIRS,
Washington, DC., April 19, 1991.
Hon. ALAN GREENSPAN,
Chairman, Board of Governors of the Federal
Reserve System, Washington, DC.

DEAR CHAIRMAN GREENSPAN: On March 25,
1991, I wrote to you regarding Bank of Credit
and Commerce International’s ownership in-
terest in First American Bank. In that let-
ter, I requested your suggestions for any reg-
ulatory or legislative changes you believe
are necessary to improve supervision of for-
eign financial institutions’ operations in the
United States. I understand that you and
your staff are in the process of finalizing a
formal recommendation and I appreciate
your efforts to provide a prompt response to
my request.

In connection with our review of the regu-
latory issues raised by this matter, it has
been brought to my attention by some ob-
servers that the Federal Reserve Board may
not have access to financial and other
records of foreign entities and individuals in
order to verify representations made to the
Federal Reserve Board and to adequately su-
pervise foreign banks' operations in this
country. If so, this would be a major loop-
hole in our ability to keep foreign criminals
out of the U.S. banking system.

Please provide the Committee with an ex-
planation and analysis of the Board’s current
discovery and subpoena authorities, espe-
clally as they relate to bank holding com-
pany applications, and whether the Board is
able in practice to obtain the necessary doc-
umentation to approve and supervise foreign
banking operations in the United States. In
addition, I would be interested in knowing
whether the Federal Reserve Board can deny
entry into this country when foreign banks
or individuals refuse to grant the Board ac-
cess to their books and records and, if not,
whether the Board should be granted such
authority. Finally, I would be interested in
specific legislative recommendations for im-
proving the Board's access to foreign banks’
and individuals’ records together with any
recommendations for denying foreign banks
entry into the United States if they refuse to
provide such access.

You may have in fact anticipated address-
ing these issues in responding to my March
25th letter. If you have not, please do so, I
look forward to receiving your responses to
this letter and my earlier one. I appreciate
your continuing cooperation on this matter.

Sincerely,
DONALD W. RIEGLE, Jr.,
Chairman.
U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND
URBAN AFFAIRS,
Washington, DC, March 25, 1991.
Hon. RICHARD L. THORNBURGH,
Attorney General of the United States, Depart-
ment of Justice, Washington, DC.

DEAR ATTORNEY GENERAL: The Congress

and this Committee have been most inter-
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ested in ensuring that fraud in the savings
and loan industry is prosecuted to the maxi-
mum extent possible. As you know, the Con-
gress included special provisions in the
FIRREA legislation to give your Department
enhanced prosecutorial powers and resources
to be able to do that, and I know this is a
matter of keen interest to you personally.
The Banking Committee has also been par-
ticularly interested in curbing money laun-
dering through insured institutions and your
Department has testified before our Commit-
tee more than once on that issue in recent
years.

Last year Senator John Kerry, a member
of the Banking Committee who also chairs
the Subcommittee on Terrorism, Narcotics
and International Operations of the Foreign
Relations Committee, raised with me his
concerns that those who committed fraud in
the savings and loan industry might be
transferring their illicit profits out of this
country through money laundering oper-
ations. He also expressed apprehension about
the operations in the United States of the
Bank of Credit and Commerce International
(**BCCI""), particularly possible laundering of
profits derived from narcotics trafficking
and other illegal activities by that institu-
tion. I suggested then that he bring his spe-
cific concerns about BCCI to the attention of
your Department and also the Federal Re-
serve Board, which regulates the U.S. oper-
ations of foreign bank holding companies,
since, like most Senate Committees, our
Committee has not been an investigative
one.

1 now understand that the Federal Reserve
Board has initiated a civil investigation of
certain aspects of BCCI's operations in the
United States, and, on January 22, 1991, re-
ferred the matter to your Department for a
possible criminal investigation. It is the pol-
icy of the Banking Committee not to become
involved in any matters under criminal in-
vestigation as we would not wish to jeopard-
ize the success of any ongoing investigation
in any way. Please understand that general
policy in any response you make to me or
members of the Banking Committee about
matters raised in this letter.

Because, however, the BCCI case does raise
important policy issues about the adequacy
of regulation and supervision of foreign
banking entities in the United States, we
have asked the Federal Reserve to rec-
ommend any statutory or regulatory
changes they deem necessary. Your Depart-
ment's views on that matter are also of in-
terest to us and we would welcome any legis-
lative suggestions you might have. In addi-
tion, the Committee would be interested in
learning whether money laundering by sav-
ings and loan crooks is seen by the Depart-
ment as a serious problem and, if so, what ef-
forts are being made by your Department to
stop it and to retrieve any stolen money
transferred out of our country through such
operations.

I am enclosing a recent letter from Sen-
ator Kerry that may be helpful to you.

I look forward to receiving your reply on
these two issues.

DONALD W. RIEGLE, Jr.,
Chairman.
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U.S. SENATE,

COMMITTEE ON BANKING, HOUSING, AND

URBAN AFFAIRS,
Washington, DC, March 25, 1991,
CHARLES A. BOWSHER,
Comptroller General of the United States,
General Accounting Office,
Washington, DC.

DEAR MR. BOWSHER: The Federal Reserve
Board entered into a consent decree on
March 4, 1991, with Bank of Credit and Com-
merce International (“BCCI") to divest its
interest in First American Bank and to cease
all its operations and activities in the United
States. I understand that the Federal Re-
serve Board staff is now conducting a civil
investigation of BCCI and its relations to
First American Bank and has also referred
the matter to the Department of Justice for
criminal investigation.

The Banking Committee believes the BCCI
case raises a number of policy questions re-
garding the regulation and supervision of
foreign bank entities in the United States.
The Committee, therefore, requests that you
undertake a study of the existing regulatory
framework, including the following issues:

Is the Federal Reserve's application and
approval process for foreign bank entities
adequate? Does the Federal Reserve need any
additional statutory authority to obtain in-
formation necessary for approval of foreign
bank applications?

Does the Federal Reserve have adequate
staff resources to thoroughly investigate
representations made in applications by for-
eign entities?

Is the Federal Reserve's oversight and su-
pervision of the activities of foreign bank en-
tities in this country (after initial approval)
adequate?

Your analysis should include any rec-
ommendations for regulatory or legislative
changes that may be necessary to improve
the regulation and supervision of such enti-
ties. The Committee does not wish to jeop-

-ardize any of the ongoing criminal or civil

investigations by the Department of Justice

and the Federal Reserve Board and, there-

fore, asks that you restrict your analyses to
the policy issues raised by the BCCI case.

Thank you for your continued cooperation.
1 look forward to your reply at your earliest
convenience.

DONALD W. RIEGLE, Jr.,
Chairman.

FEDERAL RESERVE SYSTEM,
Washington, DC, May 9, 1991.

Hon. DONALD W. RIEGLE, Jr.,

Chairman, Committee on Banking, Housing,
and Urban Affairs, U.S. Senate, Washing-
ton, DC.

DEAR MR. CHAIRMAN: Thank you for your
letter of March 25, 1991, asking whether the
Board, in connection with its investigation
of the Bank of Credit and Commerce Inter-
national (*BCCI") matter, has recommenda-
tions for legislation to improve federal su-
pervision of foreign financial institutions in
this country. In your followup letter of April
19, 1991, you asked in particular whether ad-
ditional legislation is necessary to ensure
that the Board has sufficient access to the
records of foreign banks operating in the
United States to carry out its supervisory
responsibilities for such institutions.

Over the last two years, the Board has con-
ducted investigations and taken enforcement
actions with respect to unlawful activities at
several foreign banks operating in the Unit-
ed States. These included off-book lending
activities at the Atlanta agency of Banca
Nazionale del Lavoro (“*BNL'), money laun-
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dering by the Tampa, Florida agency of
BCCI, the acquisition by BCCI of control of
First American Bankshares through nominee
loan arrangements, and unlawful deposit
taking by a representative office of The Na-
tional Mortgage Bank of Greece. As you will
recall, last year, in connection with the BNL
investigation, the Board forwarded to you
recommendations to cover foreign bank
branches and agencies in this country under
various provisions of the criminal code gov-
erning bank fraud and other bank crimes.
Those recommendations were acted upon by
the Congress in the Crime Control Act of
1990.

Since that time, the Board has undertaken
a review of the statutes, regulations, and su-
pervisory policies governing foreign bank op-
erations in the United States. On the basis of
that review, the Board has concluded that
legislation is needed to strengthen the sys-
tem of federal regulation and supervision of
foreign bank operations in this country, and
I am pleased to provide you with the Board's
recommendations in this regard. I have en-
closed a discussion paper explaining in more
detail the Board's legislative recommenda-
tions, statutory language to implement
these recommendations, and a section-by-
section analysis of the proposed legislation.

The International Banking Act of 1978
(“IBA") for the first time subjected the oper-
ations of foreign banks in this country to
federal regulation. Since that time, the pres-
ence of foreign banks in the United States
has expanded significantly. The current di-
mensions of foreign bank operations are in-
dicated by the fact that as of December 31,
1990, there were 290 foreign banks with oper-
ations in the United States with aggregate
assets of $800 billion. Branches and agencies
of foreign banks alone had aggregate assets
of approximately $626 billion, or 18 percent of
total banking assets in this country, as of
year end 1990. Approximately 94 percent of
the total assets of foreign bank branches and
agencies were in 489 state licensed offices,
while 6 percent were in 76 federally licensed
branches and agencies.

Foreign banks have contributed signifi-
cantly to the banking environment in the
United States and have been an important
source of credit for American business. More-
over, the active presence of foreign banks in
U.8. financial markets has assured the con-
tinued importance of New York as an inter-
national financial center and has contrib-
uted to the growth of international banking
in several other major U.S. cities. The pro-
posals presented by the Board in this letter
recognize the substantial role that foreign
banks play in the U.S. banking market. They
seek to provide federal regulators with clear
standards to govern entry into the United
States by foreign banks and with enhanced
tools for monitoring their ongoing oper-
ations in the United States.

In 1974, at the beginning of the legislative
process that culminated in the enactment of
the IBA, the Board recommended that fed-
eral approval be required for all foreign bank
offices in the United States and that such of-
fices be supervised as if they were member
banks of the Federal Reserve System. The
Board is of the same view today. The Board's
recommendations would achieve these objec-
tives while still recognizing the interests of
the states in attracting foreign banks to
their markets through state licensing of
branches or agencies.
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FEDERAL REVIEW OF APPLICATIONS BY FOREIGN
BANES TO ESTABLISH OFFICES IN THE UNITED
STATES

The Board's first recommendation would
require federal approval for foreign banks
seeking to establish state licensed branches
and agencies or commercial lending subsidi-
aries in this country. Under the IBA, the
Board is given certain responsibilities for
the supervision of foreign banks in the Unit-
ed States, but no federal agency has a voice
in the decision as to whether individual in-
stitutions seeking to enter U.S. markets
through state branches and agencies, com-
mercial lending companies, or representative
offices meet the standards generally applica-
ble to banking organizations in this country.
The Board believes that it is important that
the agency responsible for overall super-
vision of foreign banks in this country have
a role in determining whether such institu-
tions may establish or retain, where appro-
priate legal and supervisory standards have
been violated, a U.S. banking presence. This
i3 a fundamental principle in other areas of
federal bank regulation, and, given the size
of the operations of branches and agencies of
foreign banks in the United States and the
importance of these operations to the U.S.
banking market, there is every reason to
apply that principle to these institutions as
well.

STANDARDS GOVERNING FOREIGN BANK ENTRY

INTO THE UNITED STATES

The Board believes that it is desirable to
have clear and definite standards governing
the entry of foreign banks into the United
States. These would include consideration of
whether a foreign bank has the financial and
managerial resources and banking expertise
to operate in the United States and whether
the bank is subject to comprehensive super-
vision on a consolidated basis by home coun-
try authorities. We believe this latter stand-
ard is of particular importance when dealing
with a financial institution that operates
internationally because only if the institu-
tion is reviewed on a consolidated basis can
there be any certainty as to its condition
and the extent and lawfulness of its oper-
ations. Recent experience with a major
international bank operating in the United
States has emphasized the desirability of
this type of supervision and the wisdom of
making this a standard for entry into the
United States. In addition, the standards
would ensure that the Board has access to
information on the activities of foreign
banks and their affiliates in the United
States in order to determine and enforce
compliance with applicable legal require-
ments governing their U.S. operations. Our
experience with an ongoing foreign bank in-
vestigation has shown the importance of this
requirement. Similar amendments should be
added to the standards in the Bank Holding
Company Act (“BHC Act’) that govern the
acquisition of U.S. banks by foreign banks.
SUPERVISION OF FOREIGN BANK REPRESENTA-

TIVE OFFICES IN THE UNITED STATES

The Board also recommends that prior ap-
proval be required for foreign banks to estab-
lish representative offices in the United
States and that examination requirements
be established for such offices in order to as-
sure that they conduct only the limited ac-
tivities permitted by their licenses and do
not engage in the business of banking on an
unlicensed and unsupervised basis.

AUTHORITY TO TERMINATE FOREIGN BANK
OFFICES IN THE UNITED STATES

In addition to new authority to govern the
entry of foreign banks into the United
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States, the Board recommends that the ac-
tivities of a foreign bank through a branch,
agency, commercial lending subsidiary or
representative office in the United States be
subject to termination by federal authorities
for a violation of law or for an unsafe or un-
sound banking practice where the continued
operation of the office or subsidiary would
not be consistent with the public interest or
relevant statutory standards. These stand-
ards would cover a situation in which an in-
stitution does not have adequate financial or
managerial resources or is otherwise unsuit-
able to maintain a U.8. office.
ENHANCED EXAMINATION AUTHORITY FOR
FOREIGN BANK OFFICES

While the Board has residual authority to
examine all foreign bank branches and agen-
cies in the United States, the IBA contains a
directive that the Board use ‘‘to the extent
possible” the examination reports of other
state and federal regulators. Recent cases in-
volving the U.S. offices of foreign banks have
demonstrated that problems in these offices
can have effects, both nationally and inter-
nationally, that go far beyond the individual
state in which an office is located. Given the
Board's responsibility under the statute for
the supervision of a foreign bank’'s overall
operations in the United States, the Board
believes that the IBA should be amended to
remove the requirement that the Board defer
to other regulators in exercising its exam-
ination authority. If the proposed provision
is adopted, the Board would consult with
state and other authorities regarding the fre-
quency and type of examination program for
foreign bank offices, in the same fashion it
does currently in the case of examinations of
state member banks.

Experience has also demonstrated that
there is a need to coordinate examinations of
the various U.S. offices of a foreign bank and
its U.S. affiliates and in some instances to
conduct simultaneous examinations of such
operations. The Board believes that it is im-
portant that there be a clear Congressional
authorization for such coordination, includ-
ing authority to call for simultaneous ex-
aminations of such offices where appro-
priate. This statutory clarification would, in
the Board's view, improve the overall super-
vision of foreign banks in this country.

REPORTING OF BANK STOCK LOANS BY FOREIGN
BANKS

The Board proposes that additional report-
ing be required for loans secured by 25 per-
cent or more of the stock of any U.S. insured
depository institution or company that con-
trols such a depository institution. This re-
porting requirement currently applies only
when such loans are made by another U.S.
insured depository institution. Extending
the reporting requirement to foreign banks
operating in the United States is intended to
help assure that information is available on
whether control of a U.S. depository institu-
tion has been obtained through lending. For
the same reason, the Board also recommends
extending this reporting requirement to
loans made by subsidiaries and affiliates of
foreign banks as well as domestic banking
organizations.

ACQUISITION OF SHARES OF U.S. BANKS BY
FOREIGN BANKS

Further, the Board recommends that a for-
eign bank that maintains branches and agen-
cies in the United States be required to ob-
tain prior approval before acquiring more
than 5 percent of the voting shares of a bank
or bank holding company in the United
States. This requirement, which currently
applies to U.S. banking institutions, seeks to
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ensure that the standards in the BHC Act on
control, financial and managerial resources,
and community convenience and needs are
satisfied in such acquisitions. This legisla-
tive change will assure that all entities that
conduct a commercial banking business in
the United States will be subject to the same
requirements with respect to investments in
U.S8. banks.
SHARING OF INFORMATION AMONG
INTERNATIONAL BANKING SUPERVISORS

The Board recommends that the IBA be
amended to clarify that the federal banking
agencies are authorized to share supervisory
information with their foreign counterparts,
subject to adequate assurances of confiden-
tiality, where the disclosure of information
is appropriate in carrying out the U.S. agen-
cy's responsibilities and where the sharing of
information would not prejudice the inter-
ests of the United States. Our recent experi-
ence with certain foreign bank investiga-
tions has shown that effective supervision of
international banks requires coordination
and sharing of supervisory information
among international banking supervisors.

OTHER PROPOSALS

Finally, the Board is proposing three addi-
tional revisions to existing law. First, con-
sistent with the principle that foreign bank
branches and agencies should be supervised
as banks, the Board recommends that the
various consumer lending laws be amended
to specify that the banking agencies are the
enforcement authorities for branches and
agencies of foreign banks. Second, the Board
recommends modification of the BHC Act to
clarify that it may consider the competence,
experience, and integrity of principal share-
holders, whether they are domestic or for-
eign, in proposed acquisitions by bank hold-
ing companies or foreign banks of a U.S.
banking organization. The third proposal
would provide for the assessment of civil
money penalties for violation of the IBA or
its implementing rules.

AUTHORITY TO OBTAIN INFORMATION ON FOR-

EIGN BANK OPERATIONS IN THE UNITED

STATES

With respect to your questions relating to
the Board’'s current discovery and subpoena
power, the authority for each is found in sec-
tion 5(f) of the BHC Act (12 U.S.C. 1844(f))
with respect to bank holding companies and
foreign banks that operate branches and
agencies in the United States in connection
with matters arising under that statute. The
Board has the same authority under section
8(n) of the Federal Deposit Insurance Act (12
U.S.C. 1818(n)) with respect to an enforce-
ment proceeding against an entity for which
the Board is the appropriate federal banking
agency, such as agencies and uninsured state
licensed branches of foreign banks. In each
case, the Board is authorized to take deposi-
tions and to compel the attendance of wit-
nesses and the production of documents. The
Board proposes to add a similar provision to
the IBA to make clear that the Board and
the other federal banking agencies have
these same authorities for investigations
that arise under the IBA.

These provisions state that the Board may
compel the attendance of witnesses and the
production of documents from “‘any place in
any state or territory or other place subject
to the jurisdiction of the United States.” A
subpoena for persons or documents located
outside the United States could issue against
a U.8. office or subsidiary of the foreign
bank that is the subject of the investigation
or proceeding and could be enforced through
the U.S. presence of the foreign bank. Al-
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though we do not recommend a change in the
law at this time, we are consulting with the
U.8. Department of Justice to determine
whether there are ways to enhance the au-
thority currently granted by law.

In connection with this issue, I would note
that the Board has required foreign banks
and foreign companies that enter the United
States through acquisition or establishment
of a bank, branch, agency, or commercial
lending company subsidiary to name an
agent in the United States for service of
process. This has been done in order that the
Board would have jurisdiction in any pro-
ceeding against the foreign bank to enforce
U.8. banking laws.

CURRENT FEDERAL RESERVE EXAMINATION

POLICY CONCERNING FOREIGN BANK OFFICES

You also requested information on what
other steps the Federal Reserve may be tak-
ing with respect to supervising branches and
agencies of foreign banks in the United
States. The Board has coordinated with the
primary supervisors of these branches and
agencies in order to ensure that they are
subject to examination on a regular basis. It
has also instituted a program for coordinat-
ing, to the extent possible under current law,
the simultaneous examination of the U.8. of-
fices of selected foreign banks in order to ob-
tain a comprehensive view of the foreign
banks' U.S. operations. The Board and the
Reserve Banks have also taken steps to in-
crease and improve the sharing of informa-
tion between the Federal Reserve and the
state authorities that license foreign banks.

In addition, the staff is in the process of
developing propsals for the Federal Reserve
to examine foreign bank offices in the Unit-
ed States on the same basis as currently em-
ployed for state member banks. Such super-
vision would at a minimum include annual
on-site examinations as well as a program of
formal comment to state licensing authori-
ties. We will keep you informed as these pro-
posals develop as well as of other changes
that the Board may adopt. As noted above,
we believe it i{s important for Congress to
clarify the Board's authority to conduct and
coordinate examinations in this area.

The Board appreciates your interest and
standards ready to assist in any way it can
in the Committee’'s consideration of this im-
portant legislation.

Sincerely,
ALAN GREENSPAN,

THE FOREIGN BANK SUPERVISION ENHANCE-
MENT ACT OF 1991—SECTION-BY-SECTION
ANALYSBIS

SECTION 1. SHORT TITLE

Foreign Bank Supervision Enhancement
Act of 1991.
SECTION 2. STRENGTHENED REGULATION OF FOR-
EIGN BANK OPERATIONS IN THE UNITED
STATES

Section 2 is intended to strengthen the fed-
eral supervision and regulation of foreign
banks in the United States. It requires prior
federal review of the establishment of all
state licensed branches, agencies, and com-
mercial lending company subsidiaries of for-
eign banks in the United States. It also per-
mits federal authorities to terminate the ac-
tivities of such offices for a violation of law
or an unsafe and unsound banking practice
when that violation or practice indicates
that the maintenance of an office or com-
mercial lending company subsidiary of such
foreign bank in the United States would be
inconsistent with the purposes of applicable
statutes. Currently the Federal Reserve
Board (““Board") has certain responsibilities
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with respect to foreign bank operations in
the United States, but has no voice in deci-
sions with respect to the licensing of
branches, agencies, and commercial lending
company subsidlaries of foreign banks in this
country. Moreover, no other federal agency
currently has authority to review a proposal
by a foreign bank to open a state branch,
agency, or commercial lending company.
This provision is intended to give the federal
bank regulatory agency responsible for the
overall supervision of foreign banks author-
ity to take part in decisions on the establish-
ment and termination, where appropriate, of
U.8. offices of foreign banks.
Prior Approval and Standards for Entry

Specifically, section 2(a) amends the Inter-
national Banking Act of 1978 (“IBA') to re-
quire Board approval before a foreign bank
can open a state branch, state agency, or
commercial lending company subsidiary in
the United States. This provision does not
change the current authority of the Office of
the Comptroller of the Currency (‘‘OCC") to
review the licenses of federal branches and
agencies, but gives the Board the authority
to recommend against approval of such li-
censes. Sections 2 (b) and (c¢) also apply the
same standards to decisions to license fed-
eral branches and agencies of foreign banks
as to decisions to license state branches,
agencies, and commercial lending subsidi-
aries of foreign banks. The relevant stand-
ards for approval for both determinations
are: whether a foreign bank engages in bank-
ing abroad and is subject to comprehensive
supervision in its home country; whether the
home country regulator has approved the
U.8. office; the financial and managerial re-
sources of the foreign bank; whether the for-
eign bank has provided adequate assurances
on the availability of information to the U.S.
regulator; and whether the foreign bank is in
compliance with all applicable U.S8. laws.
Authorizations and Standards for Termination

In addition, section 2(a) also provides the
Board with the authority to order a foreign
bank that operates a state branch, state
agency, or commercial lending company sub-
sidiary in the United States to terminate the
activities of such branch, agency, or com-
mercial lending company subsidiary in the
United States. The Board could order such
termination where there is reasonable cause
to believe that the foreign bank, or any affil-
iate of the foreign bank, has committed a
violation of law or engaged in an unsafe or
unsound banking practice in the United
States and, as a result of such violation or
practice, maintenance of any office or com-
mercial lending company subsidiary of such
foreign bank in the United States would be
inconsistent with the purposes of the IBA,
the Bank Holding Company Act (“BHC
Act’), or the Financial Institutions Super-
visory Act of 1966 (“‘FISA"). Section 2(a) es-
tablishes the standards, requirements, and
procedures, applicable to decisions on termi-
nating the activities of foreign bank offices.
The provision also requires the Board to con-
sult with the appropriate state bank licens-
ing authority on decisions related to the es-
tablishment and termination of a foreign
bank's offices, and establishes the standards
for judicial review of such decisions. Finally,
the provision authorizes the Board to rec-
ommend to the OCC termination of the li-
cense of a federal branch or agency of a for-
eign bank whenever the Board has reason-
able cause to believe that the foreign bank
or any affiliate has engaged in conduct that
would warrant termination of the activities
of a state branch or agency under section
2(a).
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Access to Information

Further, section 2(d) amends the BHC Act
to permit the Board to disapprove any appli-
cation to acquire a U.S. bank unless the
Board is given adequate assurances that it
will have access to information on the oper-
ations or activities of a company or compa-
nies, or any affiliates, making application to
acquire a U.S. bank that the Board deems
necessary to fulfill the requirements of the
IBA, the BHC Act, or the FISA, This require-
ment applies to applications by both foreign
banking organizations and domestic bank
holding companies. Section 2(d) also permits
the Board to disapprove any application
under the BHC Act involving a foreign bank
that is not subject to consolidated super-
vision by the regulatory authorities in the
foreign bank’'s home country.

Finally, section 2(e) makes a conforming
amendment to the IBA that gives the term
“affiliate’’ in the IBA the same meaning as
it has in the BHC Act.

SECTION 3. AUTHORITY TO CONDUCT
EXAMINATIONS

Section 3(a) amends the IBA to give the
Board authority to supervise and examine
the U.S. offices and affiliates of foreign
banks. The IBA currently requires that the
Board defer to other regulators ‘‘to the ex-
tent possible” in exercising its examination
authority. Section 3(a) removes this require-
ment.

Section 3(a) also directs the Board to seek
to coordinate its examinations of the U.8. of-
fices of foreign banks with the OCC, the Fed-
eral Deposit Insurance Corporation
(“FDIC"), and the appropriate state super-
visory authority, and provides authority to
request, simultaneous examinations of all of-
fices of a foreign bank, where appropriate.
Sections 3(b) and 3(¢) direct the OCC and the
FDIC, to the extent possible, to coordinate
their respective examinations so as to par-
ticipate in any simultaneous examination
requested by the Board.

SECTION 4. STRENGTHEN THE SUPERVISION OF

THE REPRESENTATIVE OFFICES OF FOREIGN

BANKS IN THE UNITED STATES

Section 4 strengthens the federal super-
vision of representative offices of foreign
banks in the United States. Currently rep-
resentative offices of foreign banks are state
licensed, and are generally not subject to su-
pervision or examination by a federal regu-
lator, although they are registered with the
U.S. Department of the Treasury. Section 4
amends the IBA to give the Board authority
to approve the establishment of representa-
tive offices of foreign banks and directs the
Board to take into account the same stand-
ards applied to the establishment of foreign
bank branches and agencies under section
2(a). Section 4 also amends the IBA to give
the Board authority to examine these rep-
resentative offices. In addition, the provision
permits the Board to terminate the activi-
ties of such representative offices on the
basis of the same standards, procedures, and
requirements set forth in, and subject to the
same judicial review provided in, section 2(a)
for termination of the licenses of state
branches and agencies.

SECTION 5. REPORTING OF STOCK LOANS

The Change in Bank Control Act currently
requires insured depository institutions and
their holding companies to report to the fed-
eral banking agencies any loans they make
that are secured by 25 percent or more of the
shares of an insured depository institution
or its holding company. Section 5 extends
this reporting requirement to such exten-
sions of credit when made by any foreign
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bank that is subject to the BHC Act, any af-
filiate of a foreign bank, or any affiliate of a
depository institution. The amendment also
clarifies that this reporting requirement ap-
plies to loans made by a single organization
to any group of persons acting together to
acquire shares of the same institution. The
section retains the existing exception for
loans made to a borrower that has held title
to the shares for at least one year prior to
receiving the loan.
SECTION 6. COOPERATION WITH FOREIGN
SUPERVISORS

Section 6 amends the IBA to make clear
that the federal banking agencies have the
authority to disclose to foreign bank regu-
latory or supervisory authorities informa-
tion obtained in the course of exercising reg-
ulatory, supervisory or examination author-
ity. Under the provision such disclosures will
take place only under agreements providing
adequate safeguards for the confidentially of
the information exchanged and where disclo-
sure of the information would not prejudice
the public interest of the United States.

SECTION 7. APPROVAL REQUIRED FOR ACQUISI-

TION OF U.S. BANK STOCK BY FOREIGN BANKS

Under the BHC Act, domestic bank holding
companies are required to obtain approval to
acquire more than 5 percent of the shares of
another bank or bank holding company. This
requirement for prior review ensures compli-
ance with the control, financial and manage-
rial, aud public interest standards under the
BHC Act. The IBA provides an exception to
this requirement for a foreign bank that op-
erates only a branch, agency, or commercial
lending company in the United States. Sec-
tion 7 eliminates this exception in the IBA,
thereby making all institutions engaged in a
commercial banking business in the United
States subject to the same rules with respect
to the acquisition of shares in U.S. banks.

SECTION 8. PENALTIES

Section 8 amends the IBA to allow the ap-
propriate federal banking agencies to assess
civil penalties for violations of the IBA in a
manner consistent with the provisions of the
BHC Act applying civil penalties to bank
holding companies. In this regard, section 8
provides for the amount of the civil penalty,
which shall not exceed $25,000 for each day
during which the violation continues; the
manner by which the penalty is assessed and
collected; the availability of agency hearings
for parties against whom penalties are as-
sessed; the disbursement of penalties into
the Treasury; the definition of the term
“violate;"’ and the promulgation of regula-
tions by approporiate federal banking agen-
cies to carry out this section.

Section 8 also states that the separation of
a institution-affiliated party (as defined in
section 3(u) of the Federal Deposit Insurance
Act) from service with respect to a foreign
bank, or branch, agency, other office, or sub-
sidiary of a foreign bank shall not affect the
jurisdiction or authority of the appropriate
federal banking agency to issue any notice
or commenced a proceeding under section 8
against the party, if the notice is served
within six years of the party’'s separation
from service.

Section 8 also provides for civil penalties
for a failure by foreign banks, branches,
agencies, other offices, or subsidiaries of for-
eign banks to make reports as required by
the IBA or regulations promulgated under
the IBA. These civil penalty provisions of
section 8 parallel those in section 8(d) of the
BHC Act, which establishes civil penalties
for failure to make the reports required
under the BHC Act.
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Section 8 provides for three tiers of civil
penalties for a failure to make reports. The
first tier penalty of not more than $2,000 per
day applies to any foreign bank, branch,
agency, other office, or subsidiary of a for-
eign bank that: (1) maintains procedures rea-
sonably adapted to aveid any inadvertent
error and, unintentionally and as a result of
such an error, either fails to make reports
required under the IBA within the time pe-
riod specified by the appropriate federal
banking agency, or submits false or mislead-
ing reports; or (2) inadvertently transmits or
publishes any report that is minimally late.
The second tier penalty of not more than
$20,000 per day applies to any foreign bank,
branch, agency, other office, or subsidiary of
a foreign bank that: (1) fails to make reports
required under the IBA within the time pe-
riod specified by the appropriate federal
banking agency; or (2) submits false or mis-
leading reports. The third tier penalty of not
more than $1,000,000 or 1 percent of total as-
sets of the penalized foreign bank, whichever
is less, is imposed per day and applies to any
foreign bank, branch, agency, other office, or
subsidiary of a foreign bank that knowingly
or with reckless disregard for the accuracy
of any report submits false or misleading re-
ports. Section 8 also provides for the manner
by which the penalty is assessed and col-
lected, and the avallability of agency hear-
ings for parties against whom these penalties
are assessed.

SECTION 9. POWERS OF AGENCIES RESPECTING

APPLICATIONS, EXAMINATIONS, AND OTHER

PROCEEDINGS

Section 9 strengthens the powers of federal
banking agencies to conduct investigations
and collect information in connection with
applications, examinations, and other pro-
ceedings under the IBA. Section 9 amends
the IBA to add a provision authorizing the
federal banking agencies to administer oaths
and affirmations, to take depositions, and to
issue, revoke, quash, or modify subpoenas
and subpoenas duces tecum, in connection
with applications, examinations, investiga-
tions or other proceedings under the IBA.
Section 9 also gives the federal banking
agencies rule-making authority, establishes
subpoena power, provides for judicial review,
establishes witness fees, provides for service
of process and attorneys fees, and sets forth
a penalty of not more than $10,000 per day for
noncompliance with subpoenas issued by the
agencies.

SECTION 10. AMENDMENTS TO PENALTIES FOR

FAILURE TO COMPLY WITH AGENCY SUBPOENA

In order to make the penalties for failures
to comply with agency subpoenas consistent
among the IBA, BHC Act and Federal De-
posit Insurance Act, section 10 amends sec-
tion 5(f) of the BHC Act and section 8(n) of
the Federal Deposit Insurance Act to in-
crease the penalties for failing to comply
with agency subpoenas from $1000 per day to
$10,000 per day.

SECTION 11. CLARIFICATION OF MANAGERIAL

STANDARDS IN BANK HOLDING COMPANY ACT

Section 11 clarifies the Board’'s authority
under the BHC Act to consider the com-
petence, experience, and integrity of officers,
directors, and principal shareholders in de-
ciding whether to approve a proposed acqui-
sition of a U.S. bank or bank holding com-
pany. Section 11 means the BHC Act to di-
rect the Board, when considering the mana-
gerial resources of a company or bank, to
also consider the competence, experience,
and integrity of the officers, directors, and
principal shareholders of the company or
bank.
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SECTION 12. AUTHORITY OF FEDERAL BANKING
AGENCIES TO ENFORCE CONSUMER STATUTES

Section 12 gives the federal banking agen-
cies the examination and enforcement au-
thority relating to foreign bank offices in
the United States, including branches, agen-
cles, and commercial lending company sub-
sidiaries of foreign banks in the United
States, in order to parallel the authority
these agencies have with respect to domestic
banking institutions. In addition, as the
Board currently has regulatory and super-
visory authority with respect to specialized
international banking entities called Edge
and Agreement corporations, the provision
would also give the Board, examination and
enforcement authority with respect to these
entities in connection with appropriate
consumer statutes, Thus, the OCC is the ap-
propriate federal banking agency under these
statutes for federal branches and agencies of
foreign banks; the Board is the appropriate
federal banking agency under these statutes
for branches and agencies of foreign banks
(other than federal branches and agencies,
and insured branches of foreign banks); and
the FDIC is the appropriate federal banking
agency under these statutes for insured
branches of foreign banks.

Section 12(a) amends the Home Mortgage
Disclosure Act to provide for the mainte-
nance of records and public disclosure re-
garding foreign bank offices and to specify
the enforcement authority under the Home
Mortgage Disclosure Act for foreign bank of-
fices, and Edge and Agreement corporations.

Section 12(b) amends the Truth in Lending
Act to specify the enforcement authority
under the Truth in Lending Act for foreign
bank offices, and Edge and Agreement cor-
porations.

Section 12(¢) amends the Fair Credit Re-
porting Act to specify the enforcement au-
thority under the Fair Credit Reporting Act
for foreign bank offices, and Edge and Agree-
ment corporations.

Section 12(d) amends the Equal Credit Op-
portunity Act to specify the enforcement au-
thority under the Equal Credit Opportunity
Act for foreign bank offices, and Edge and
Agreement corporations.

Section 12(e) amends the Fair Debt Collec-
tion Practices Act to specify the enforce-
ment authority under the Fair Debt Collec-
tion Practices Act for foreign bank offices,
and Edge and Agreement corporations.

Section 12(f) amends the Electronic Fund
Transfer Act to specify the enforcement au-
thority under the Electronic Fund Transfer
Act for foreign bank offices, and Edge and
Agreement corporations.

Section 12(g) amends the Federal Trade
Commission Act to provide for a definition
of the term ‘“‘banks’ which includes foreign
bank offices and to specify enforcement au-
thority under the Federal Trade Commission
Act for foreign bank offices, and Edge and
Agreement corporations.

Section 12(h) amends the Expedited Funds
Availability Act to specify enforcement au-
thority under the Expedited Funds Availabil-
ity Act for foreign bank offices.

EXPLANATION FOR RECOMMENDATIONS OF THE
BOARD OF GOVERNORS OF THE FEDERAL RE-
SERVE SYSTEM TO STRENGTHEN SUPER-
VISION OF FOREIGN BANK OPERATIONS IN THE
UNITED STATES

. FEDERAL REVIEW OF THE ESTABLISHMENT OF
STATE BRANCHES AND AGENCIES AND COM-
MERCIAL LENDING COMPANIES BY FOREIGN
BANKS

Foreign banks currently have the option of
obtaining either a federal or state license to

-
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establish a branch or agency in this country.
The Office of the Comptroller of the Cur-
rency (‘“OCC") licenses federal branches and
agencies, which must adhere to the provi-
sions of the National Bank Act. A number of
states also permit foreign banks to establish
branches and agencies. In addition, New
York State allows foreign banks to acquire
commercial lending companies, entities that
accept credit balances and engage in other
banking activities and are thus similar to an
agency of a foreign bank. Under current law,
there is, however, no federal review of the
foreign bank or its management, resources,
and operations in connection with the issu-
ance of these state licenses. Of the 15 juris-
dictions that license foreign bank offices,
two (New York and Florida) solicit the views
of the Federal Reserve Board (‘*Board"). Cur-
rently, 94 percent of the assets of foreign
bank branches and agencies, and approxi-
mately 85 percent of the individual offices,
operate under state licenses.

In 1974, when the Board proposed legisla-
tion to govern the operations of foreign
banks in the United States, the Board rec-
ommended that every foreign bank receive a
federal license to conduct a banking business
in the United States. Moreover, the Board
recommended that branches and agencies of
foreign banks be treated as if they were
member banks, thereby subjecting them to
Board supervision.

Although this recommendation was not
fully adopted in the International Banking
Act of 1978 (“*IBA"), the Board remains of the
view that entry into the United States by a
forelgn bank should be subject to review at
the federal level to provide a comprehensive
consideration of relevant federal issues and
to ensure that uniform financial, managerial
and operational standards for entry into the
United States are applied. Under the IBA,
the Board has certain responsibilities for the
supervision of a foreign bank in the United
States, but no federal agency has authority
to decide which foreign banks should gain
entry into this country through state
branches and agencies or, for that matter,
through representative offices. The Board be-
lieves that the federal agency responsible for
supervision of foreign banks in the United
States should have a role in determining
whether such an institution may establish,
or retain—where relevant legal and super-
visory standards have been violated—a U.S.
banking presence. Under the legislative pro-
posal, the Board would review applications
by forelgn banks to establish state branches,
agencies, or commercial lending companies.
The OCC would continue to approve the li-
censes of federal branches and agencies of
foreign banks, but the OCC and the Board
would consult with each other on applica-
tions to asstre uniformity.

If this proposal is adopted, a number of fac-
tors should be included in the statute to pro-
vide standards for approving or denying an
application by a foreign bank to establish a
state licensed office in the United States.
These standards should be incorporated into
the statute governing establishment of fed-
eral branches and agencies as well. The ap-
plicable standards would include: whether an
applicant engages in banking abroad and is
subject to comprehensive supervision in its
home country; whether the home country
regulator has approved the U.S. office; the fi-
nancial and managerial resources of the for-
eign bank; whether the foreign bank has pro-
vided adequate assurances on the availabil-
ity of information to the U.S. regulator to
determine and enforce compliance by the
foreign bank with U.S. law; and whether the
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foreign bank is in compliance with applica-
ble U.8. law.

2. AUTHORIZATION TO TERMINATE ACTIVITIES OF
FOREIGN BANK OFFICES FOR VIOLATIONS OF
LAW OR UNSAFE AND UNSOUND PRACTICES

No federal agency currently has the au-
thority to terminate the licenses of any
state branches or agencies of foreign banks,
even in the case of criminal activities. Ter-
mination of the licenses of state branches
and agencies and commercial lending com-
pany subsidiaries of foreign banks remains a
matter of discretion for the states, although
the OCC has the authority to terminate the
licenses of federal branches and agencies of
foreign banks. Legislation that is currently
pending would generally require that the
branches and agencies of a foreign bank con-
victed of money laundering be closed. The
Board recommends that the IBA be revised
to permit the Board to terminate the activi-
ties of a state branch or agency on the basis
of the violation of a civil or criminal law or
the conduct of an unsafe or unsound banking
practice that demonstrates that the mainte-
nance of a U.S. office by the foreign bank
would be inconsistent with the public inter-
est and the purposes of the relevant banking
statutes. These standards should also apply
to the termination of the licenses of federal
branches and agencies.

The Board may discover, in the exercise of
its examination authority, violations of law
in federally licensed offices—that is, those li-
censed by the OCC to operate under rules
governing national banks. As a result, the
proposed legislation would provide that the
Board could make a recommendation to the
OCC on the termination of the federal li-
censes of federal branches and agencies of
foreign banks under the same standards as
apply to the termination of the activities of
state branches and agencies.

Finally, the Board recommends that the
Bank Holding Company Act (““BHC Act") be
amended to allow the Board to deny applica-
tions to acquire bank subsidiaries in the
United States unless adequate assurances
are given with respect to access to informa-
tion about an applicant and its principles
and affiliates that is necessary in admin-
istering the Board's responsibilities under
the Act. The Board also recommends that
the BHC Act be amended to permit the Board
to disapprove an application involving a for-
eign bank that is not subject to comprehen-
sive regulation on a consolidated basis by
the appropriate supervisory authorities in
the foreign bank's home country.

3. EXAMINATION OF THE U.S. OFFICES OF FOR-
EIGN BANKS AND THEIR AFFILIATES IN THE
UNITED STATES

Under the IBA, the Board is given residual
examination authority over all branches and
agencies and other offices of foreign banks in
the United States. The IBA contains a direc-
tive requiring the Board to use ‘‘to the ex-
tent possible’ the examination reports of the
Federal Deposit Insurance Corporation
(**FDIC"), the OCC, and the states. As a re-
sult, the practice has been that the various
U.S. offices of a foreign bank are examined
at different times and by different regu-
lators.

The Board proposes that the IBA be
amended to remove the requirement that the
Board defer to other regulators “‘to the ex-
tent possible' in exercising its examination
authority. Under the proposed provision, it
is anticipated that the Board would consult
with the state aunthorities as to the fre-
quency and type of examination program.
The Board currently confers with state au-
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thorities with respect to state member banks
to determine whether examinations are
made on a joint or alternate year basis, or
whether the Board itself will conduct exami-
nations on an annual basis. The Board also
believes that it is important that there be
explicit Congressional authorization for the
coordination of examinations of foreign bank
offices in the United States, including au-
thority to call for simultaneous examina-
tions where appropriate.

4. SUPERVISION OF REPRESENTATIVE OFFICES OF
FOREIGN BANKS IN THE UNITED STATES

A representative office generally operates
as a loan production office for a foreign
bank; the office may conduct representa-
tional and administrative work on behalf of
the bank but no credit or other business de-
cisions may be made at, or by, the personnel
of the office. A representative office may not
itself conduct any banking activities, includ-
ing deposit-taking, securities trading, for-
eign exchange dealing, and other similar
banking activities. Currently, a foreign bank
may open a representative office in the Unit-
ed States without approval by a federal bank
regulatory agency. The relevant state grants
the license; thereafter, the foreign bank
must register with the U.S. Department of
the Treasury (‘‘Treasury’). Under its author-
ity to register representative offices, Treas-
ury maintains a list of foreign bank rep-
resentative offices, which is periodically up-
dated.

These types of offices by themselves are
generally not examined by a federal regu-
lator to determine whether they are comply-
ing with restrictions on the activities of rep-
resentative offices. The Board does not have
the same explicit authority to examine these
offices under the IBA as it has with respect
to branches and agencies. If a foreign bank
has a branch, agency, or subsidiary bank in
the United States, the foreign bank is sub-
ject to provisions of the BHC Act, including
the examination provisions. The Board could
use its authority under the BHC Act to ex-
amine representative offices of foreign banks
that have a banking office or bank in this
country. If, however, a foreign bank main-
tains only representative offices in the Unit-
ed States, the Board currently would have no
authority to examine the offices.

Recent experience has demonstrated that
unlawful activities may be conducted out of
unsupervised representative offices. In the
case of The National Mortgage Bank of
Greece, the bank had engaged in illegal de-
posit-taking through a chain of representa-
tive offices in the United States. The Board
ordered the bank to terminate the illegal ac-
tivities and to pay a substantial civil pen-
alty. In light of this experience, the Board
believes that it would be consistent with its
oversight responsibilities under the IBA to
approve and examine representative offices
of foreign banks.

The Board recommends that the IBA be
amended to require that foreign banks re-
ceive the prior approval of the Board in order
to establish representative offices and, con-
sistent with its role as the federal super-
visory authority for foreign banks, that the
Board be designated the appropriate federal
banking agency for such offices, with the au-
thority to examine the offices for compli-
ance with law and regulation.

5. REPORTING REQUIREMENTS FOR LOANS SE-
CURED BY MORE THAN 25 PERCENT OF THE
STOCK OF AN INSURED DEPOSITORY INSTITU-
TION

Under current law, any U.S. insured depos-
itory institution (including a holding com-
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pany of such institution) must report to the
appropriate federal banking agency when it
makes a loan secured by 25 percent or more
of the stock of another insured depository
institution, if the borrower has not owned
the stock for at least one year prior to the
loan. The purpose of this requirement is to
help ensure that control is not exercised over
an institution through bank stock loans.

The current reporting requirement applies
only if the loan is made by an insured deposi-
tory institution or its parent holding com-
pany. The requirement does not apply to
loans extended by foreign banks that do not
operate an insured branch or a bank subsidi-
ary in the United States, or affiliates of ei-
ther foreign bank or domestic holding com-
panies. It is also unclear whether the current
reporting requirement extends to loans to a
group of persons acting together to acquire
control of an insured depository institution.

Recent experience indicates the need to ex-
tend this reporting requirement to bank
stock loans made by any foreign bank oper-
ating in this country, as well as to bank
stock loans made by any affiliate of such a
foreign bank. This experience also indicates
the need to clarify that loans by one organi-
zation to a group of persons acting together
to control a bank must be reported. This ex-
pansion of the reporting requirements would
better serve the purposes of the current stat-
ute, which is to monitor the use of loans to
control U.S. banking institutions.

The Board, therefore, recommends that the
Change in Bank Control Act be amended to
provide that loans secured by 25 percent or
more of the outstanding shares of an insured
depository institution or its holding com-
pany must be reported to the appropriate
federal banking agency where the loans are
made by (1) any foreign bank that operates
in the United States, (2) any affiliate of such
foreign bank, or (3) any affiliate of a domes-
tic bank or bank holding company.

6. BHARING OF BANK EXAMINATION INFORMATION
WITH FOREIGN SUPERVISORS

The Crime Control Act of 1990 permits a
federal banking agency to share information
with a foreign banking authority under cer-
tain circumstances in connection with an in-
vestigation of a violation of a law or regula-
tion within the jurisdiction of the foreign
authority. As agencies responsible for the su-
pervision of banks operating internationally,
it is both useful and appropriate for the fed-
eral banking agencies to be able to share su-
pervisory information with their foreign
counterparts in circumstances other than in-
vestigations, For example, in some cases, the
federal banking agencies would look to a for-
eign supervisor to help carry out corrective
actions with respect to a foreign bank’s oper-
ations in the United States.

The Board recommends that legislation be
enacted to clarify that relevant information
may be shared with foreign bank supervisory
authorities where there is an agreement pro-
viding adequate safeguards for the confiden-
tiality of the information and where the
sharing of the information would not preju-
dice the interests of the United States. The
latter requirement is also contained in the
Crime Control Act of 1990,

7. PRIOR APPROVAL FOR THE ACQUISITION BY A
FOREIGN BANK WITH OPERATIONS IN THE UNIT-
ED STATES OF MORE THAN 5 PERCENT OF THE
SHARES OF A BANK OR A BANK HOLDING COM-
PANY
Section 8(a) of the IBA provides that a for-

eign bank that operates a branch, agency, or

commercial lending company in the United

States shall be subject to the provisions of
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the BHC Act as if it were a bank holding
company, except that such a foreign bank is
not considered a bank holding company for
purposes of section 3 of the BHC Act. The ef-
fect of this exception is that a foreign bank
that maintains only branches and agencies,
but does not own a bank, in the United
States is not required to obtain the Board's
prior approval before acquiring less than 25
percent of the shares of a bank or bank hold-
ing company.

Under the BHC Act, domestic bank holding
companies are required to obtain approval to
acquire more than 5 percent of the shares of
another bank or bank holding company. This
requirement for prior review ensures compli-
ance with the control, financial and manage-
rial, and public interest standards under the
BHC Act. The Board recommends that this
exception in the IBA be eliminated in order
that all institutions engaged in a commer-
cial banking business in the United States be
subject to the same rules with respect to the
acquisition of shares in U.8. banks.

8. CIVIL PENALTIES FOR VIOLATION OF THE
INTERNATIONAL BANKING ACT OF 1978

The IBA was enacted before most banking
laws were amended to authorize the assess-
ment of civil penalties for violations of law,
and has never been amended to incorporate
such penalties. The Board recommends that
the IBA be amended to allow the appropriate
federal banking agency to assess civil pen-
alties for violation of the IBA in a manner
consistent with other banking statutes.

9. INVESTIGATIVE AUTHORITY UNDER THE
INTERNATIONAL BANKING ACT OF 1878

The Board proposes that section 13(b) of
the IBA be amended to add a provision spe-
cifically granting the federal banking agen-
cies authority to conduct investigations
under the IBA and to issue subpoenas and
take depositions in connection with such in-
vestigations. These revisions conform with
the current authority of the banking agen-
cies under other federal banking statutes.

10. AMENDMENT TO MANAGERIAL STANDARDS IN
THE BANK HOLDING COMPANY ACT

Section 3 of the BHC Act requires the
Board to consider, among other things, the
“managerial resources’ of any company that
seeks to acquire a bank and of the bank to be
acquired. This standard permits the Board to
evaluate the managerial capabilities and ex-
perience of the company making the acquisi-
tion as well as that of the bank to be ac-
quired, However, in a case involving a for-
eign individual, a judicial decision has raised
some question about the ability of the Board
to deny a proposed bank acquisition under
the BHC Act based on the character or integ-
rity of a principal shareholder of the acquir-
ing company unless the shareholder proposes
to be actively involved in the management
of the company or bank.! In contrast, the
Board could disapprove a direct acquisition
of a bank by an individual under the Change
in Bank Control Act, even where the individ-
ual does not propose to be directly involved
in the management of the bank, if the Board
found that the individual's competence, ex-
perience, or integrity is adverse.

In order to clarify that the managerial
standard in the BHC Act currently encom-
passes the same factors applicable under the
Change in Bank Control Act, the Board pro-
poses that section 3(c) of the BHC Act be
amended to state specifically that the
Board's consideration of managerial re-

1Security Bancorp v. Board of Governors of the Fed-
eral Reserve System, 6566 F.2d 164 (9th Cir. 1980), va-
cated as moot, 454 U.S. 1118 (1981).
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sources of a company or bank shall include
consideration of the competence, experience,
and integrity of the officers, directors, and
principal shareholders of the company or
bank. This revision to the BHC Act would
apply to proposed acquisitions by foreign as
well as domestic entities.

11. ENFORCEMENT AUTHORITY IN THE FEDERAL
BANKING AGENCIES FOR CONSUMER PROTECTION

Foreign bank officers in the United States
are currently subject to the wvarious
consumer protection statutes relating to fi-
nancial institutions, such as the Truth in
Lending Act, the Equal Credit Opportunity
Act, and the Fair Credit Reporting Act.
Technically, however, the enforcement au-
thority for such statutes is the Federal
Trade Commission. The enforcement author-
ity for foreign bank offices with respect to
the House Mortgage Disclosure Act is the
Secretary of Housing and Urban Develop-
ment. In contrast, the enforcement author-
ity for domestic banks under the consumer
statutes lies with the appropriate federal
banking agency.

Most foreign bank offices in the United
States do not operate a retail business and,
therefore, do not make the types of loans
that are subject to the various consumer
protection laws. Some branches and agencies
of foreign banks, however, engage in some
consumer lending and are examined for com-
pliance. Consequently, and consistent with
the principle that foreign bank branches and
agencies in the United States should be sub-
ject to supervision that parallels the super-
vision of domestic banks, the Board rec-
ommends that the examination and enforce-
ment function for these offices be centralized
in the appropriate federal banking agency.

The Board also notes that this same anom-

aly exists with respect to Edge and Agree-
ment corporations. Consequently, as the
Board supervises these entities, it rec-
ommends that various consumer statutes be
amended to make the Board the appropriate
enforcement agency.
e Mr. GARN. Mr. President, 1 join my
colleague, Senator RIEGLE, in introduc-
ing the Foreign Bank Supervision En-
hancement Act of 1991 by request. This
legislation has its origins in the inves-
tigation by the Federal Reserve Board
into illegal activities of the Banca
Nazionale del Lavoro and the Bank of
Credit and Commerce International, or
BCCI. It addresses very serious prob-
lems—money laundering and illegally
channeling funds to Iraq.

It was in the course of pursuing these
cases and others involving illegal ac-
tivities by foreign banks that the Fed
determined that it lacked the full
range of tools necessary to investigate
and punish illegal activities by foreign
banks. Consequently, the Board of Gov-
ernors has transmitted the legislative
package we are introducing today to
fill the gaps that have been identified.
There has, of course, been little oppor-
tunity fully to review this legislation
and I am not prepared at this moment
to state that I support everything that
is in it. However, the bill addresses
some important issues that have long
been of concern to me.

Money laundering is a critical issue
facing the country because the move-
ment of illegal drug money is the life-
blood of the drug trade that afflicts our
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society. I cosponsored a package of
money laundering amendments in the
101st Congress intended to stem the
flow of these funds, and supported its
eventual passage in the Senate. To the
extent that these amendments will suc-
cessfully build upon our past efforts in
this area, as the Fed indicates that
they will, I support them.

Regarding the broader issue of im-
proving regulation of international
banks in the United States, this too is
a matter in which I have long taken an
interest. Consistent regulation by gov-
ernments is important to the safety of
the international financial system and
to the competitiveness of U.S. banks at
home and abroad. For these reasons, 1
helped enact the International Banking
Act of 1978, the original legal basis for
Federal regulation of the operations of
foreign banks in the United States
which this bill amends. I have been
supportive of efforts by the Basle Com-
mittee of bank regulators to improve
coordination and strengthen inter-
national capital standards. I have been
working to ensure equality of competi-
tive opportunity abroad for U.S. banks
through enactment of the Fair Trade
in Financial Services Act.

The Fed has identified a number of
areas in which it believes that stronger
Federal authority is required, particu-
larly an approving entry into the Unit-
ed States and in strengthening report-
ing and supervision. I intend to work
with the Fed to improve supervision of
foreign banks, to ensure equality of
competitive opportunity for U.S. and
foreign banks, and to eliminate condi-
tions that permitted abuses like those
in the Banca del Lavoro and BCCI cases
to go undetected.

I urge my colleagues to give this leg-
islation serious attention. I look for-
ward to its timely consideration by the
Banking Committee.®

By Mr. HELMS:

8. 1020. A bill to make available non-
discriminatory (most-favored-nation)
trade treatment to the People's Repub-
lic of China only if certain conditions
are met; to the Committee on Finance.

MOST-FAVORED-NATION STATUS FOR CHINA

Mr. HELMS. Mr. President, news-
papers, magazines, and the rest of the
media all around the world are making
a case against Communist China. For
example, and only an example, is the
April 28 edition of the Sunday Times of
London which had this headline:
‘‘China Helps Algeria Build First Arab
Atom Bomb.”

A few days earlier, on April 16, the
Toronto Globe and Mail, a very fine
newspaper, had this headline: “Beijing
Secretly Imprisons Pro-democracy Ac-
tivist."”” And then, Business Week, on
April 22, had this headline: “China’s
Ugly Export Secret: Prison Labor.”

It is no longer much of a secret, Mr.
President, that Communist China is re-
sponsible for nuclear weapons and bal-
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listic missile exports to the Middle
East, arms and other support for the
Communist Khmer Rouge, the invasion
and subjugation of Tibet, millions of
political prisoners, slave-labor exports
to the United States, Japan, and Eu-
rope. The list of these crimes commit-
ted by the Communist leadership of
mainland China goes on and on.

Mr. President, there comes a time to
say enough is enough, and I am today
introducing S. 1020, an amendment to
the Tariff Act of 1930, which will re-
form our relations with the Communist
Chinese and put them on a more realis-
tic basis.

Mr. President, S. 1020 specifically
proposes to set sound and reasonable
criteria for extending MFN to Com-
munist China. I may say parentheti-
cally that unless and until this hap-
pens, I shall never, as one Senator,
favor MFN for Communist China.

Specifically, S. 1020 stipulates that in
order for Communist China to continue
to enjoy most-favored-nation treat-
ment—MFN—and enjoy this trading
status with the United States, the
President must certify to this Con-
gress—both the House and Senate—
that the Communist Chinese Govern-
ment has, one, become a party to the
Nuclear Non-proliferation Treaty and
has accepted the guidelines of the Mis-
sile Technology Control Regime; two,
has demonstrated that it has ceased
arming the Khmer Rouge; three, has
released all political prisoners and
ceased slave-labor exports to this coun-
try and others; and, four, has dem-
onstrated that it has opened negotia-
tions with Tibet and accepted inter-
national standards of human rights.

So 8. 1020, which I am introducing
today might be called five noes and two
yeses. The noes, no nuclear weapons
exports; no ballistic missile exports; no
arms for the Khmer Rouge; no political
prisoners; and no slave-labor exports.

The two yeses: One, Red China must
negotiate with Tibet; and two, Red
China must adopt some international
human rights standards. Otherwise, as
far as this Senator is concerned, no
MFN for Red China. Enough is enough.

We may hear the argument the Com-
munist Chinese will only retaliate
against our exports if the United
States adopts such legislation. We al-
ready heard that on the radio this
morning, but the problem with that ar-
gument, Mr. President, is that the
Communist Chinese have already re-
taliated against us.

On May 3, the Wall Street Journal re-
ported accurately that the Communist
Chinese State Council, “issued a secret
directive that in effect bans U.S. com-
panies from the world’s largest tele-
phone market.” That is not all.

According to the State Department,
the distinguished U.S. Ambassador, the
Honorable James Lilley, told the De-
partment that ‘“‘free trade (with Com-
munist China) is not working in a way
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that benefits us the way it should.” I
know Jim Lilley well, and I respect
him and admire him. But Jim is guilty
only of an understatement. Eighteen
months ago, as a matter of fact, Am-
bassador Lilley urged the administra-
tion to retaliate—to no avail.

The trade results that I have just re-
cited describe exactly what have been
going on. Since the Tiananmen Square
massacre, United States exports to
Communist China have declined by $200
million, and China’s exports to the
United States have increased by $7 bil-
lion.

Just for emphasis, this label says,
“Communist China Most-Favored-Na-
tion Trade Status.” And remember, I
said five noes and two yesses: No nu-
clear weapons exports; no ballistic mis-
siles exports; no arms for Khmer
Rouge; no political prisoners; no slave
labor; and, yes, Red China must nego-
tiate with Tibet; and, yes, Red China
must adopt international human rights
standards.

S. 1020, in conclusion, Mr. President,
should be regarded as a minimum
standard for entry into the mnormal
comity of nations. It does not ask for
much; only that the Communist Chi-
nese Government treat its own citizens
decently and not contribute to death
and destruction in the Middle East.

Mr. President, I ask unanimous con-
sent that the text of S. 1020 be printed
in the RECORD.

8. 1020

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. CONDITIONAL EFFECTIVENESS OF
WAIVER FOR PRC.

(a) FINDINGS.—The Congress finds that the
Government of the People's Republic of
China has—

(1) exported ballistic missiles and nuclear
weapons technology to the Middle East
t.hﬁreby undermining regional peace and sta-
bility;

(2) armed and supported the communist
Khmer Rouge;

(3) imprisoned millions of its own citizens
for their political and religious beliefs;

(4) exported to the United States, Japan,
and Europe, the forced labor products of its
prison system;

(6) invaded and subjugated Tibet; and

(6) generally violated international stand-
ards of human rights.

(b) CONDITIONAL WAIVER.—Title IV of the
Trade Act of 1974 is amended by adding at
the end thereof the following new section:
“SEC. 412. CONDITIONAL EFFECTIVENESS OF

WAIVER FOR PRC,

‘(a) IN GENERAL.—Notwithstanding any
other provision of law, the walver authority
granted under section 402(::) with respect to
the People's Republic of China, which has
been extended under section 402(d), shall not
be effective unless the President certifies to
the Congress that the People's Republic of
China—

*(1) has become a party to the Treaty on
the Non-Proliferation of Nuclear Weapons,
done at Washington, London, and Moscow on
July 1, 1968;

*Y(2) has adopted the principles of the Mis-
sile Technology Control Regime (MTCR);
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“(3) has ceased exports of goods which are
the product of forced labor;

**(4) has released all political prisoners;

‘(5) has begun negotiations with the Dalai
Lama or his representatives leading to a
peaceful resolution of the Tibet conflict;

*'(6) has ceased providing support for the
Khmer Rouge; and

*(T) respects international standards of
human rights.

“(b) DEFINITION.—For purposes of this sec-
tion—

(1) The term ‘forced labor' means all work
or service which is exacted from any person
under the menace of any penalty for its non-
performance and for which the worker does
not offer himself voluntarily.

“(2) The term ‘Missile Technology Control
Regime' or ‘MTCR’ means the agreement, as
amended, between the United States, the
United Kingdom, the Federal Republic of
Germany, France, Italy, Canada, and Japan,
announced on April 16, 1987, to restrict sen-
sitive missile-relevant transfers based on an
annex of missile equipment and tech-
nology.".

(c) CONFORMING AMENDMENT.—Title IV of
the table of contents of the Trade Act of 1974
is amended by adding at the end thereof the
following new item:

*Sec. 412. Conditional effectiveness of waiver
for PRC.".

By Mr. McCAIN:

S. 1021. A bill to amend the Internal
Revenue Code of 1986 with respect to
the treatment of long-term care insur-
ance and accelerated death benefits,
and for other purposes; to the Commit-
tee on Finance.

PRIVATE LONG-TERM CARE INSURANCE AND AC-
CELERATED DEATH BENEFITS INCENTIVE ACT
OF 1891

e Mr. McCAIN. Mr. President, I rise
today to introduce legislation to ex-
pand the private long-term care insur-
ance market by making coverage more
affordable and accessible to our Na-
tion’s seniors. The bill I am introduc-
ing today forms the second of three
measures needed to provide our Na-
tion’s seniors with comprehensive long-
term care coverage.

Poll after poll, and letter after letter,
tell us that the principal health care
coverage concern of our Nation’s elder-
ly is any illness that requires long-
term care. With the cost of an annual
stay in a nursing home averaging some
$33,000, this is not surprising. In fact,
Mr. President, I believe this is where
Congress really erred with regard to
the now repealed Medicare Cata-
strophic Coverage Act. Had that act
not gone as far as it did on the acute
care side, but assisted the elderly with
protection from long-term care ex-
penses, it would have faired much bet-
ter because it would have dealt with
the seniors’ true catastrophic illness
concern—long-term care.

The Private Long-term Care Insur-
ance and Accelerated Death Benefit In-
centive Act of 1991, which has been in-
troduced in the House by Congressman
GRADISON, would expand the private
long-term care insurance market by
making the coverage more affordable
and accessible to our Nation's seniors.

CONGRESSIONAL RECORD—SENATE

This bill, coupled with S. 846, legisla-
tion intended to establish Federal
standards for long-term care insurance
policies, would provide comprehensive
Federal standards for long-term care
insurance policies.

I am still working with seniors in my
State of Arizona and around the coun-
try on the issue of expanded public sec-
tor participation in long-term care.
There are significant questions that
have yet to be resolved, including,
what coverage should be provided
through the public sector program and
who should be eligible.

Without a doubt, the problem of
long-term care is massive. Most Ameri-
cans do not have adequate coverage
from these often ruinous expenses. A
complete approach to the problem will
require the involvement of both the
private and public sectors. When people
are able to afford it, however, private
long-term care insurance policies
should—and must—be part of the solu-
tion. The market, at this point, how-
ever, is not that attractive to most.
For example, the law provides a tax de-
duction for the purchase of acute care
health insurance, but does not do so for
long-term care policies. This bill would
make premiums for long-term care
policies tax deductible. Second, em-
ployers are not currently able to ex-
clude premiums paid for employee
long-term care policies and permit
them to be offered under an employer’s
cafeteria plan. This bill will change
that. And, third, this proposal clarifies
that death benefits from a life insur-
ance policy may be paid to a termi-
nally ill individual in the year before
death, and would not be taxable. I be-
lieve this provision will greatly assist a
large number of people in meeting
their long-term care needs in such a
time of distress.

In order to make sure that long-term
care policies are not abused as a tax
shelter, the legislation requires that
the insured must be certified by a li-
censed health care practitioner as
needing long-term care services before
benefits may be received. In addition,
tax free benefits are limited to $200 a
day and the policies are prohibited
from having a cash surrender value.

Mr. President, I believe this legisla-
tion, coupled with S. 846, will spur the
development of the private sector long-
term care insurance market, while pro-
viding consumers with the confidence
that the market will be protected from
abuse. This will give them confidence
about investing their hard-earned re-
sources for their future health care
needs. I believe these two bills are nec-
essary to achieve the goal of assisting
millions of Americans in protecting
themselves from the true catastrophic
illness concern—long-term care. I hope
that my colleagues will take a hard
look at these two bills and consider
adding their name as a cosponsor.
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Mr. President, I ask unanimous con-
sent that the full text of the legislation
I am introducing today be printed in
the RECORD following these remarks.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

8, 1021

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “‘Private
Long-Term Care Insurance and Accelerated
Death Benefit Incentive Act of 1991."”

SEC. 2. TREATMENT OF LONG-TERM CARE INSUR-
ANCE OR PLANS.

‘Ya) GENERAL RULE.—Chapter 79 of the In-
ternal Revenue Code of 1986 (relating to defi-
nitions) is amended by inserting after sec-
tion T702A the following new section:

“SEC. T702B. TREATMENT OF LONG-TERM CARE
INSURANCE OR PLANS.

‘(a) GENERAL RULE.—For purposes of this
title—

“(1) a long-term care insurance contract
shall be treated as an accident or health in-
surance contract,

‘Y(2) amounts received under such a con-
tract with respect to qualified long-term
care services shall be treated as amounts re-
ceived for personal injuries or sickness, and

‘“(3) any plans of an employer providing
qualified long-term care services shall be
treated as an accident or health plan.

“(b) LONG-TERM CARE INSURANCE CON-
TRACT.—

‘(1) IN GENERAL.—For purposes of this
title, the term ‘long-term care insurance
contract’ means any insurance contract if—

‘“(A) the only insurance protection under
such contract is coverage of qualified long-
term care services and benefits incidental to
such coverage,

‘*(B) such contract does not cover expenses
incurred for services or items to the extent
that such expenses are reimbursable under
title XVIII of the Social Security Act or
would be so reimbursable but for the applica-
tion of a deductible or coinsurance amount,

*(C) such contract is gnaranteed renew-
able,

‘(D) such contract does not have any cash
surrender value, and

‘“(E) all refunds of premiums, and all pol-
icyholder dividends or similar amounts,
under such contract are to be applied as a re-
duction in future premiums or to increase fu-
ture benefits.

**(2) SPECIAL RULES.—

‘(A) PER DIEM, ETC. PAYMENTS PER-
MITTED.—A contract shall not fail to be
treated as described in paragraph (1)(A) by
reason of payments being made on a per
diem or other periodic basis without regard
to the expenses incurred during the period to
which the payments relate.

“(B) CONTRACT MAY COVER MEDICARE REIM-
BURSABLE EXPENSES WHERE MEDICARE IS SEC-
ONDARY PAYOR.—Paragraph (1)(B) shall not
apply to expenses which are reimbursable
under title XVIII of the Social Security Act
only as a secondary payor.

‘C) REFUNDS OF PREMIUMS.—Paragraph
(1XE) shall not apply to any refund of pre-
miums on surrender or cancellation of the
contract.

‘(¢) QUALIFIED LONG-TERM CARE SERV-
ICES.—For purposes of this section—

“(1) IN GENERAL.—The term ‘qualified long-
term care services' means necessary diag-
nostic, preventative, therapeutic, and reha-
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bilitative services, and maintenance or per-
sonal care services, which—

‘'(A) are required by a chronically ill indi-
vidual in a qualified facility, and

‘“(B) are provided pursuant to a plan of
care prescribed by a licensed health care
practitioner.

/(2) CHRONICALLY ILL INDIVIDUAL.—

*(A) IN GENERAL.—The term ‘chronically
ill individual' means any individual who has
been certified by a licensed health care prac-
titioner as—

“(ix1) being unable to perform (without
substantial assistance from another individ-
ual) at least 2 activities of daily living (as
defined by paragraph (B)) due to a loss of
functional capacity, or

‘(II) having a level of disability similar (as
determined by the Secretary in consultation
with the Secretary of Health and Human
Services) to the level of disability described
in subclause (I), or

“(ii) having a similar level of disability
due to cognitive impairment.

“(B) ACTIVITIES OF DAILY LIVING.—For pur-
poses of subparagraph (A), each of the follow-
ing is an activity of daily living:

‘(1) BATHING.—The overall complex behav-
ior of getting water and cleansing the whole
body, including turning on the water for a
bath, shower or sponge bath, getting to, in,
and out of a tub or shower, and washing and
drying oneself.

“(ii) DRESSING.—The overall complex be-
havior of getting clothes from closets and
drawers and then getting dressed.

‘(iii) ToILETING.—The act of going to the
toilet room for bowel and bladder function,
transferring on and off the toilet, cleaning
after elimination, and arranging clothes or
the ability to voluntarily control bowel and
bladder function, or in the event of inconti-
nence, the ability to maintain a reasonable
level of personal hygiene.

‘**(iv) TRANSFER. The process of getting in
and out of bed or in and out of a chair or
wheelchair.

“(v) EATING.—The process of getting food
from a plate or its equivalent into the
mouth. |

*(3) QUALIFIED FACILITY.—The term ‘quali-
fied facility' means—

“(A) a nursing, rehabilitative, hospice, or
adult day care facility (including a hospital,
retirement home, nursing home, skilled
nursing facility, intermediate care facility,
or similar institution)}—

‘(1) which is licensed under State law, or

“(ii) which is a certified facility for pur-
poses of title XVIII of XIX or the Social Se-
curity Act, or

‘“(B) an individual's home if a licensed
health care practitioner certifies that with-
out home care the individual would have to
be cared for in a facility described in sub-
paragraph (A).

*‘(4) MAINTENANCE OR PERSONAL CARE SERV-
ICES.—The term ‘maintenance or personal
care services' means any care the primary
purpose of which is to provide needed assist-
ance with any of the activities of daily living
described in paragraph (2)(B).

*‘(5) LICENSED HEALTH CARE PRACTITIONER.—
The term ‘licensed health care practitioner’
means any physician (as defined in section
1816(r) of the Social Security Act) and any
registered professional nurse, licensed social
worker, or other individual who meets such
requirements as may be prescribed by the
Secretary.

“(d) CONTINUATION COVERAGE EXCISE TAX
NoT ToO APPLY.—This section shall not apply
in determining whether section 4980B (relat-
ing to failure to satisfy continuation cov-
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erage requirements of group health plans)
applies.”

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 79 of such Code is
amended by inserting after the item relating
to section 7702A the following new items:
“Sec. T702B. Treatment of long-term

care insurance or plans.”

SEC. 3. QUALIFIED LONG-TERM CARE SERVICES
TREATED AS MEDICAL CARE.

(a) GENERAL RULE.—Paragraph (1) of sec-
tion 213(d) of the Internal Revenue Code of
1986 (defining medical care) is amended by
striking “‘or" at the end of subparagraph (B),
by redesignating subparagraph (C) as sub-
paragraph (D), and by inserting after
suparagraph (B) the following new subpara-
graph:

*(C) for qualified long-term care services
(as defined in section TT02B(c),), or''.

(b) TECHNICAL AMENDMENTS.—

(1) Subparagraph (D) or section 213(d)(1) of
such Code (as redesignated by subsection (a))
is amended by striking ‘“‘subparagraphs (A)
and (B)" and inserting ‘‘subparagraphs (A),
(B), and (C)".

(2) Paragraph (6) of section 213(d) of such
Code is amended—

(A) by striking ‘‘subparagraphs (A) and
(B)" and inserting ‘‘subparagraphs (A), (B),
and (C)”, and

(B) by striking ‘paragraph (1)(C)" in sub-
paragraph (A) and inserting ‘‘paragraph
(1XD)".

(3) Paragraph (7) of section 213(d) of such
Code is amended by striking “subparagraphs
(A) and (B)" and inserting ‘‘subparagraphs
(A), (B), and (C)".

(c) ExcLusiON FOR BENEFITS.—Subsection
(b) of section 105 of such Code is amended by
inserting ‘‘as benefits under a long-term care
insurance contract (as defined in section
TT02B(b)) or' after ‘‘to the taxpayer".

SEC. 4. TREATMENT OF PREFUNDED LONG-TERM
- CARE BENEFITS.

(a) IN GENERAL.—

(1) Paragraph (2) of section 419A(c) of the
Internal Revenue Code of 1986 (relating to
additional reserve for post-retirement medi-
cal and life insurance benefits) is amended
by striking ‘‘or’ at the end of subparagraph
(A), by striking the period at the end of sub-
paragraph (B) and inserting *, or,” and by
adding at the end thereof the following new
subparagraph:

(**C) post-retirement long-term care hene-
fits to be provided to covered employees.”

(2) The paragraph heading for such para-
graph (2) is amended by inserting ‘‘, LONG-
TERM CARE," after ‘‘MEDICAL'.

(b) RESERVE FOR LONG-TERM CARE BENE-
FITS MUST BE NONDISCRIMINATORY.—

(1) Paragraph (1) of section 419A(c) of such
Code (relating to special limitation on re-
serves for medical benefits or life insurance
benefits provided to retired employees) is
amended by inserting ', long-term care bene-
fits,” after “‘medical benefits: each place it
appears.

(2) The subsection heading for section
419A(e) of such Code is amended by inserting
', LONG-TERM CARE BENEFITS," after ‘“‘MEDI-
CAL BENEFITS".

(c) LONG-TERM CARE BENEFITS.—Sub-
section (f) of section 419A of such Code is
amended by adding at the end thereof the
following new paragraph:

“(8) LONG-TERM CARE BENEFIT.—The term
‘long-term care benefit' means a benefit
which provides (directly or through insur-
ance) qualified long-term care services (as
defined in section 7702C(c)). Such term shall
not include any benefit provided through in-
surance unless the employee may elect to
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continue the insurance upon cessation of
participation in the plan.”

(d) RULES FOR CERTAIN TAX-EXEMPT ORGA-
NIZATIONS,—

(1) Clause (ii) of section 512(a)(3)(B) of such
Code is amended by inserting before the
comma at the end thereof “(including long-
term care benefits, as defined in section
419A(f)(8))"".

(2) Clause (i) of section 512(a)(3)(E) of such
Code is amended by striking ‘‘section
419(c)(2)(A) for post-retirement medical bene-
fits" and inserting “‘subparagraph (A) or (C)
of section 419A(c)(2) for post-retirement med-
ical and long-term care benefits’,

SEC. 5. QUALIFIED LONG-TERM INSURANCE CON-
TRACTS PERMITTED TO BE OF-
FERED IN CAFETERIA PLANS.

Paragraph (2) of section 125(d) of the Inter-
nal Revenue Code of 1986 (relating to the ex-
clusion of deferred compensation) is amend-
ed by adding at the end thereof the following
new subparagraph:

‘(D) EXEMPTION FOR LONG-TERM CARE IN-
SURANCE CONTRACTS.—For purposes of sub-
paragraph (A), a plan shall not be treated as
providing deferred compensation by reason
of providing any long-term care insurance
contract (as defined in section T702B(b)) if—

‘(1) the employee may elect to continue
the insurance upon cessation of participation
in the plan, and .

“(ii) the amount paid or incurred during
any taxable year for such insurance does not
exceed the premium which would have been
payable for such year under a level premium
structure.”

SEC. 6. CERTAIN EXCHANGES OF LIFE INSUR-
ANCE CONTRACTS FOR LONG-TERM
CARE INSURANCE CONTRACTS NOT
TAXABLE.

Subsection (a) of section 1035 of the Inter-
nal Revenue Code of 1986 (relating to certain
exchanges of insurance contracts) is amend-
ed by striking the period at the end of para-
graph (3) and inserting *, or,” and by adding
at the end thereof the following new para-
graph:

‘(4) a contract of life insurance or an en-
dowment or annuity contract for a long-term
care insurance contract.””

SEC. 7. TAX TREATMENT OF ACCELERATED

Section 101 of the Internal Revenue Code of
1986 (relating to certain death benefits) is
amended by adding at the end thereof the
following new subsection:

‘(g) TREATMENT OF CERTAIN ACCELERATED
DEATH BENEFITS.—

“(1) IN GENERAL.—For purposes of this sec-
tion, any amount paid or advanced to an in-
dividual under a life insurance contract on
the life of an insured—

‘“(A) who is a terminally ill individual, or

‘(B) who is a chronically ill individual (as
defined in section T702(c)(2)) who is confined
to a qualified facility (as defined in section
T702B(c)(3)), shall be treated as an amount
paid by reason of the death of such insured.

*(2) TERMINALLY ILL INDIVIDUAL.—For pur-
poses of this subsection, the term ‘termi-
nally ill individual' means an individual who
has been certified by a physician as having
an illness or physical condition which can
reasonably be expected to result in death in
12 months or less.

‘/(3) PHYSICIAN.—For purposes of this sub-
section, the term “‘physician” has the mean-
ing given to such term by section 213(d)4).”
SEC. 8. TAX TREATMENT OF COMPANIES ISSUING

‘(&) QUALIFIED ACCELERATED DEATH BENE-
FIT RIDERS TREATED AS LIFE INSURANCE.—
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Section 818 of the Internal Revenue Code of
1986 (relating to other definitions and special
rules) is amended by adding at the end there-
of the following new subsection:

“(g) QUALIFIED ACCELERATED DEATH BENE-
FIT RIDERS TREATED AS LIFE INSURANCE.—
Purposes of this part—

“(1) IN GENERAL.—Any reference to a life
insurance contract shall be treated as in-
cluding a reference to a qualified accelerated
death benefit rider on such contract.

*/(2) QUALIFIED ACCELERATED DEATH BENE-
FIT RIDERS.—For purposes of the subsection,
the term ‘qualified accelerated death benefit
rider’ means any rider or addendum on, or
other provision of a life insurance contract
which provides for payments to an individual
on the life of an insured upon such insured—

“(A) becoming a terminally ill individual
(as defined in section 101(g)(2)), or

‘(B) becoming a chronically ill individual
(as defined in section 7T702B(c)(2)) who is con-
fined to a qualified facility (as defined in sec-
tion TT02B(c)(3))."

(b) DEFINITIONS OF LIFE INSURANCE AND
MODIFIED ENDOWMENT CONTRACTS.—

(1) RIDER TREATED AS QUALIFIED ADDI-
TIONAL BENEFIT.—Paragraph (5)(A) of section
T702(f) of such Code is amended by striking
‘or" at the end of clause (iv), by redesignat-
ing clause (v) as clause (iv), and by inserting
after clause (iv) the following new clause:

*(v) any qualified accelerated death bene-
fit rider (as defined in section 818(g)(2)) or
any long-term care insurance contract rider
which reduces the death benefits, or".

(2) TRANSITIONAL RULE.—For purposes of
applying section 7702 or T702A of the Internal
Revenue Code of 1986 to any contract (or de-
termining whether either such section ap-
plies to such contract), the issuance of a
rider or addendum on, or other provision of,
a life insurance contract permitting the ac-
celeration of death benefits (as described in
section 101(g) of such Code) or payments for
qualified long-term care services (as defined
in section T702B of such Code) shall not be
treated as a modification or material change
of such contract.

SEC. 9. INCLUSION IN INCOME OF EXCESSIVE
LONG-TERM CARE BENEFITS.

(a) IN GENERAL.—Part IT of subchapter B of
chapter 1 of the Internal Revenue Code of
1986 (relating to items specifically included
in gross income) is amended by adding at the
end thereof the following new section:

“SEC. 91. EXCESSIVE LONG-TERM CARE BENE-

‘(a) GENERAL RULE.—Gross income for the
taxable year of any individual includes ex-
cessive long-term care benefits received by
or for the benefit of such individual during
the taxable year.

“(b) EXCESSIVE LONG-TERM CARE BENE-
FITS.—

*‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘excessive long-term care ben-
efits' means the excess (if any) of—

‘“(A) the aggregate amount which is not in-
cludable in the gross income of the individ-
ual for the taxable year by reason of the
amendments made by the Private Long-
Term Care Insurance and Accelerated Death
Benefit Incentive Act of 1991 (determined
without regard to this section and section
101(g)), over

‘Y(B) the aggregate of $200 for each day dur-
ing the taxable year that such individual—

‘(i) was a chronically ill individual (as de-
fined in section T702B(c)(2)), and

‘(11) was confined to a qualified facility (as
defined in section 7TT02B(c)(3)).

*Y(2) INFLATION ADJUSTMENT.—In the case of
any taxable year beginning after 1991, the
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$200 in paragraph (1)(B) shall be increased by
an amount equal to—

‘“(A) $200, multiplied by

‘(B) the cost-of-living adjustment deter-
mined under section 1(f)(3), for the calendar
year in which the taxable year begins, by
substituting ‘calendar year 1990° for ‘cal-
endar year 1989’ in subparagraph (B) thereof.

If any dollar amount determined under
this paragraph is not a multiple of $10, such
dollar amount shall be rounded to the near-
est multiple of $10 (or, if such dollar amount
is a multiple of $5, such dollar amount shall
be increased to the next higher multiple of
$10)."

(b) CLERICAL AMENDMENT.—The table of
sections for such part II is amended by add-
ing at the end thereof the following new
item:

“SEC. 91. Excessive long-term care benefits.
SEC. 10. EFFECTIVE DATE.

The amendments made by this Act shall
apply to taxable years beginning before, on,
or after the date of the enactment of this
Act.e

By Mr. GRAHAM:

S. 1023. A bill to authorize additional
appropriations for the construction and
maintenance of the Mary McLeod Be-
thune Memorial Fine Arts Center; to
the Committee on Labor and Human
Resources.

ADDITIONAL APPROPRIATIONS FOR THE MARY
MCLEOD BETHUNE MEMORIAL FINE ARTS CENTER
® Mr. GRAHAM. Mr. President, today I
am introducing legislation that brings
appropriate recognition to one of this
century’s most outstanding African-
Americans, Dr. Mary McLeod Bethune.
This bill will memorialize Dr. Be-
thune’s commitment to providing
equal access to higher education for all
Americans by expanding facilities at
the Mary McLeod Bethune Fine Arts
Center located at Bethune-Cookman
College in Daytona Beach, FL.

Dr. Bethune was born into poverty in
the cotton fields of South Carolina in
1875. One of 17 children, her parents
were former slaves. At an early age,
she recognized the opportunity of edu-
cation and committed herself to the
eduction of her people.

In 1904, she opened a school for
women in Daytona Beach using her
own sparse funds and the limited re-
sources available to her. Drawing upon
her inner strength, forceful leadership,
and single-minded devotion, the college
survived and expanded in 1923 to be-
come the Bethune-Cookman College.
The college has since flourished and is
now an outstanding postsecondary in-
stitution in the State of Florida.

Mrs. Bethune's influence, however,
extended far beyond the border of our
State. She served at the request of
President Hoover at the White House
Conference on Child Health and Protec-
tion. President Roosevelt counted her
as a close adviser and appointed her to
the Advisory Committee of the Na-
tional Youth Administration and later
gave her the task of establishing an Of-

10469

fice of Minority Affairs. In 1935, she
founded the National Council of Negro
Women, which she represented before
the United Nations.

Mr. President, Mary McLeod Bethune
was a woman of strength and character
who gave of herself to improve the
lives of others. Her selfless devotion to
the struggles of African-Americans is
memorialized here in Washington by a
statue located in Lincoln Park, not far
from this building. I encourage every
one of my colleagues to visit this site
to gain a better understanding of this
courageous woman who was truly a
pioneer of the civil rights movement.

Today I am introducing this bill,
along with my colleague from Florida,
Representative GRAIG JAMES. It is a fit-
ting tribute to Dr. Bethune’s leader-
ship in higher education and represents
a continuation of the Federal Govern-
ment's commitment to assisting his-
torically black colleges and univer-
sities in providing quality education to
African-American students. This bill
authorizes $9.5 million to expand facili-
ties at the Bethune-Cookman College
Fine Arts Center, which bears the
name of its founder. It will allow the
college to take another step in its long-
standing tradition of excellence in edu-
cation and I strongly urge my col-
leagues to lend it their support.e

By Mr. HELMS:

S. 1027. A bill to extend to January 1,
1995, the existing suspension of duty on
m-Toluic acid; to the Committee on Fi-
nance.

DUTY-FREE STATUS FOR METATOLUIC ACID

Mr. HELMS. Mr. President, today I
am introducing legislation to restore
the duty-free status of metatoluic acid
[MTA]. The duty-free status on MTA as
originally granted in 1984, when I intro-
duced a bill at the request of Mr. Gary
F. Taft, president of Morflex Chemical
Co. in Greensboro, NC. It was extended
in 1987 but expired at the end of 1990.

Mr. President, Morflex is the world's
largest manufacturer of DEET, the ac-
tive ingredient in mosquito repellents.
MTA is the key raw material used to
produce DEET.

The only domestic producer of MTA
is the Argus Division of Witco Corp.
Previously, this duty has been sus-
pended despite the domestic production
by the Argus Division because it was
clear that it could not produce enough
MTA to meet the domestic demand.

When I was preparing to introduce an
extension of the duty suspension in the
101st Congress, I received a letter from
Witco Corp., indicating that the com-
pany has relocated its manufacturing
facility from Brooklyn, NY, to Taft,
LA. Witco informed me that because of
significant capital investments it has
made in its new manufacturing facil-
ity, it will be able to increase its pro-
duction capacity.

Unfortunately, there was still some
dispute about whether Witco will be
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able to meet the increased domestic de-
mand. Due largely to the prevalence of
Lyme's disease, the demand for DEET
has increased significantly. It is esti-
mated that U.S. industry will need
about 3 million pounds of MTA per
year.

Mr. President, because of the open
question about the ability of Witco to
meet domestic demand for DEET, I in-
troduced a duty-suspension bill in the
Senate to prompt the International
Trade Association [ITA] to initiate an
investigation to determine whether an
extension of the duty suspension is ap-
propriate. The 101st Congress ended be-
fore we could get any results from the
ITA.

I have agreed to introduce another
duty-suspension bill for DEET with the
understanding that the ITA will ana-
lyze the new market demands and the
new domestic production capability so
we can judge whether this duty-suspen-
sion should be restored.

By Ms. MIKULSKI (for herself
and Mr. ADAMS):

8. 1028. A bill to authorize increased
funding for international population
assistance and to provide for a U.S.
contribution to the United Nations
Population Fund; to the Committee on
Foreign Relations.

POPULATION ASSISTANCE ACT

Ms. MIKULSKI. Mr. President, today
Senator BROCK ADAMS and I are intro-
ducing a bill to set spending goals and
policy guidelines on international fam-
ily planning assistance.

Our bill would:

Authorize family planning assistance
of $570 million, an increase of roughly
$200 million over current spending.

Authorize a $65 million U.S. con-
tribution to the United Nations Popu-
lation Fund [UNFPA]. The UNFPA,
with offices in 140 countries, is the
most efficient Government deliverer of
family planning services. The United
States administration cutoff United
States contributions in 1985 in the
wake of groundless accusations that
the UNFPA Program in China was con-
nected with forced abortions and steri-
lizations in that country. The House
and Senate have voted on several occa-
sions to resume funding of UNFPA, but
President Bush's veto caused the fund-
ing to be dropped. To be absolutely cer-
tain that no United States funds are in
any way connected to the despicable
activities in China, our bill requires
that United States funds be kept in a
separate account, that no United
States funds be spent in China, and
that if any United States funds are
used for programs in China or abor-
tions anywhere, the United Nations
will refund the full contribution to the
United States.

Provide that at least half of any in-
crease in family planning funding will
be used in countries with the highest
population growth rates;
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Set $100 million as a target for family
planning spending from the Develop-
ment Fund for Africa; and

Prohibit the use of abortions as a
method of family planning and require
that clients be advised of the full range
of family planning options available to
them.

The world’s population has increased
by 1.5 billion since 1975. It is obvious
that population pressure is a key cause
of global warming, deforestation, hun-
ger, poverty and maternal, and child
mortality. We need to increase our fi-
nancial commitment to curbing popu-
lation growth, and we need to make
our spending more effective by chan-
neling our money through the most ef-
ficient delivery systems.

Mr. President, I ask unanimous con-
sent that the text of our legislation
and a column by Hobart Rowen from
this morning's Washington Post be
printed in the RECORD at this point.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 1028

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Inter-
national Voluntary Family Planning Assist-
ance Act of 1991"".

SEC. 2. FINDINGS.

The Congress finds that—

(1) the population of the world exceeds 5
billion and is growing at an unprecedented
rate of approximately 95 million per year;

(2) the vast majority of this growth is oc-
curring in the poorest countries, those least
able to provide even the most basic services
for their citizens;

(3) the demands of growing populations are
contributing substantially to environmental
devastation, famine, economic stagnation,
and political and social instability;

(4) the global community has for more
than 20 years recognized that it is a fun-
damental human right for people to volun-
tarily and responsibly determine the number
and spacing of their children, and the United
States has been a leading advocate of this
right;

(5) the World Bank estimates that an aver-
age fertility rate of 2.4 children per woman,
the rate needed for eventual population sta-
bilization at present death rates, could be
achieved by the year 2000 if the proportion of
couples in developing countries using contra-
ception were to rise from the current rate of
40 percent to 72 percent; and

(6) these population goals can be accom-
plished through a mix of bilateral and inter-
national population assistance to make fam-
ily planning services universally available
on a voluntary basis by the year 2000 in order
to slow the rate of population growth and
therefore reduce pressures on global re-
sources.

SEC. 3. PURPOSE.

The purpose of this Act is to significantly
increase funding for investments in inter-
national family planning information, con-
traceptive research, and services to ensure
universal access to effective modern contra-
ception.
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SEC. 4. ASSISTANCE FOR INTERNATIONAL FAM-
ILY PLANNING PROGRAMS.

(a) AUTHORIZATION OF APPROPRIATIONS.—(1)
There is authorized to be appropriated
$470,000,000 for fiscal year 1992 to carry out
section 104(b) of the Foreign Assistance Act
of 1961 (relating to development assistance
for population planning).

(2) Of the total amount of funds available
to carry out part I of the Foreign Assistance
Act of 1961 for fiscal year 1992, the President
is urged to use up to $100,000,000 to carry out
chapter 10 of that part (relating to the De-
velopment Fund for Africa).

(b) FUNDING FOR UNFPA.—Of the funds ap-
propriated under paragraph (1) of subsection
(a), not less than $65,000,000 shall be avallable
only for the United Nations Population
Fund, subject to the following conditions:

(1) The United Nations Population Fund
shall be required to maintain these funds in
a separate account and not commingle them
with any other funds.

(2) None of these funds shall be made avail-
able for programs for the People’s Republic
of China.

(3) Any agreement entered into by the
United States and the United Nations Popu-
lation Fund to obligate these funds shall ex-
pressly state that the full amount granted
by such agreement will be refunded to the
United States if any United States funds are
used for any family planning programs in the
People’s Republic of China or for abortions
in any country.

(c) INCREASED FAMILY PLANNING SERVICE
DELIVERY.—At least 50 percent of the
amount appropriated under subsection (a)
that is in excess of $330,000,000 shall be used
to increase family planning service delivery
in those countries with large population
growth or large population growth rates (or
both).

(d) LIMITATION ON DIVERSION OF POPU-
LATION FUNDS TO OTHER PROGRAMS.—Funds
appropriated under paragraph (1) of sub-
section (a) shall not be reduced by a propor-
tion greater than other functional develop-
ment assistance accounts in order to comply
with requirements to provide assistance
from funds appropriated to carry out chapter
1 of part I or to carry out part I of the For-
eign Assistance Act of 1961.

(e) RESTRICTIONS RELATING TO ABOR-
TIONS.—None of the funds appropriated under
subsection (a) may be used to pay for the
performance of abortion as a method of fam-
ily planning or to motivate or coerce any
person to practice abortions. In order to re-
duce reliance on abortion in developing na-
tions, those funds shall be available only for
voluntary family planning projects which
offer, either directly or through referral to,
or information about access to, a broad
range of family planning methods and serv-
ices.

[From the Washington Post, May 9, 1991)
FAMILY PLANNING, U.S. POLICY AND THE
DEATHS IN BANGLADESH
(By Hobart Rowen)

The death toll has hit a shocking 125,000 in
Bangladesh and may reach 200,000. But don’t
blame it all on the cyclone and floods. The
disaster also has its roots in abject poverty,
which is linked to environmental problems
and excessive population growth.

Bangladesh is a disaster-prone tine corner
of Asia, suffering from degradation of the
watershed in the upper Himalayas that ag-
gravates periodic flooding, creating wvast
numbers of landless poor. The per-capita in-
come is a miserable $170 a year.

At the same time, Bangladeshi families
produce an average of almost five children,
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an improvement over six in the early '80s,
but still too high. About 115 million people—
equal to about half the U.S. population—are
jammened into an area 1/65th the size of the
United States. The worst lies ahead: Ban-
gladesh will nearly double to 199 million by
the year 2025, according to the World Bank.

Misguided richer nations routinely pump
multi-billions of loans into the Third World
for economic “development'’ and then ignore
the relative pennies that are needed for fam-
ily planning or reforestation.

World Bank statistics show that despite
money handouts, per-capita income in coun-
try after country in Asia and Latin America
is declining. With too many mouths to feed,
there’s no mystery to the result.

Routinely, we hand out condoms in Amer-
ican classrooms these days. Yet because of
the power of the antiabortion lobby, nor-
mally sensible politicians such as President
Bush look the other way when poor mothers
and fathers in the Third World beg for mod-
ern contraceptive devices and training.

The current crisis in Bangladesh gives
added urgency to a report on global popu-
lation problems sent this week to 300 mem-
bers of Congress by the Population Crisis
Committee, a Washington research agency.

A key recommendation is that Congress
boost Agency for International Development
funds for family planning from $322 million
this year to $600 million next year and that
AID scrap the “‘open hostility” evidenced at
the very top of the agency and return to the
much bolder population-control programs it
guided until midway through the Reagan ad-
ministration.

By promoting the availability and use of
modern contraceptive techniques, AID
helped slow the pace of population growth in
the '60s and '70s. It was one of our real for-
eign aid success stories, notably in Thailand,
Indonesia, Mexico and Bangladesh.

But in 1984 President Reagan allowed then-
State Department official James Buckley, as
chief U.S. delegate to a population con-
ference in Mexico City, to establish a new
and circumscribed American policy. Buckley
decided that no AID funds could be used to
support any foreign population-control agen-
cy if that agency engaged in any abortion-re-
lated activities.

“The Mexico City policy says to groups
overseas: 'If you use your own resources on
abortion, you're ineligible for any grant
from us for family planning,’” said the
PCC’s Joseph Speidel.

‘*AID programs are plagued by the ghost of
the Reagan administration,” said PCC Vice
President Sharon Camp. “Reagan ideology
claimed that population growth is a neutral
factor in development—rather than a threat
to economic progress, family health and the
environment."

There is little doubt that Bush knows bet-
ter. But he has willingly sublimated lifelong,
on-the-record views on the desirability of
strong American leadership on this issue to
an effort to appease the GOP right wing.

This head-in-the-sand policy needs a new
and urgent re-examination. The PCC esti-
mates that 1 million women lose their lives
annually in the Third World through illegal
abortions. Good family planning could cut
that figure in half. The PCC report notes
that most demographers believe that the
world's population will triple before it stops
growing unless more couples adopt some
form of birth control by the end of the 1990s.

Family planning advocates are not sug-
gesting using American government money
to finance abortions abroad. They want AID
to finance what is legal in both the United
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States and in most Third World countries.
That includes funding a comprehensive fam-
ily planning program that will help couples
obtain modern contraceptives and teach
them how to use them effectively. They also
want to educate Third World women on the
dangers of illegal abortions and generate sex
education for adolescents in Africa and Asia.

The United States should restore itself as
a world leader in the field of family plan-
ning. This is an area where a Democratic
leadership looking for issues has a real open-
ing. Polls show that the vast majority of
Americans support funding for family plan-
ning. Increasingly, environmental organiza-
tions that shied away from entanglements
with population issues see the nexus between
family planning and their own goals, as illus-
trated in Bangladesh.

Senator Mitchell, Speaker Foley: What are
you waiting for?

Mr. ADAMS. Mr. President I am
proud to join with Senator MIKULSKI in
introducing the International Vol-
untary Family Planning Assistance
Act of 1991. This bill calls for an in-
crease in funding for the international
population assistance programs of the
Agency for International Development
to $570 million, an increase of roughly
$200 million over current spending. Out
of this total, $65 million would be pro-
vided to the United Nations Population
Fund [UNFPA], and thus restore AID
funding for that organization. In addi-
tion, this legislation sets $100 million
as a target for family planning spend-
ing from the Development Fund for Af-
rica.

The UNFPA is the world’s largest
voluntary family planning agency,
with programs in 140 countries. In 1986
the Reagan administration, falsely al-
leging that the UNFPA supported
forced abortions and sterilizations in
China, terminated all United States
Government assistance to the organi-
zation. Unfortunately, President Bush
has continued this policy. Nonetheless,
this bill prohibits the use of United
States population funds in China.

Mr. President, the world’s population
is growing faster today than it ever has
before. Every year 94 million more peo-
ple are added to our planet, and nearly
80 million of them are born into impov-
erished and already overcrowded na-
tions of the Third World. By 2025, the
world’s population is expected to rise
to between 8 and 10 billion. This
growth will place an unprecedented
burden on the world’s resources, and
worsen already pressing problems such
as global warming, human hunger, de-
forestation, maternal and child mortal-
ity, and increased poverty in develop-
ing nations.

The International Voluntary Family
Planning Assistance Act would help re-
store U.S. leadership in international
family planning. It is a bill that would
help stabilize global population and
provide a fighting chance to those
women, children and families living in
the poorest areas of the world.

I urge that my colleagues join Sen-
ator MIKULSKI and me in cosponsoring
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this important piece of legislation. The
consequences of uncontrolled popu-
lation growth are simply too serious to
ignore.

By Mr. GORTON:

8. 1030. A bill to authorize private
sector participation in providing prod-
ucts and services to support Depart-
ment of Energy defense waste cleanup
and modernization missions; to the
Committee on Energy and Natural Re-
sources.

PRIVATE SECTOR PARTICIPATION IN WASTE

CLEANUP AND MODERNIZATION ACTIVITIES
e Mr. GORTON. Mr. President, the
cleanup of defense nuclear waste and
modernization of our weapons complex
will be a tremendous undertaking. It
will rival in cost and technical chal-
lenge the Manhattan project, which
was the genesis of most of the wastes.
The cleanup effort will require a 30-
year commitment at the very least,
and will cost upward of $200 billion.

The Hanford site in the State of
Washington has become the flagship
for cleanup in the DOE complex. Our
Governor, Booth Gardner, led the effort
to negotiate a compliance agreement
betwen the State, the Department of
Energy, and the Environmental Protec-
tion Agency. This tri-party agreement
has become the model for negotiating
Federal/State compliance agreements
for waste cleanup. Our congressional
delegation has also worked hard to se-
cure sufficient funding for waste clean-
up.

The Federal Government, however,
cannot address this problem by itself.
The entrepreneurial spirit and innova-
tion of the private sector must be
called upon in this mammoth under-
taking. As the Secretary of Energy
stated in an August 10, 1990 letter:
‘% * * the introduction of the profit
motive will ultimately result in a more
cost-effective and efficient basis [for
cleanupl.”

Current law, however, does not ade-
quately allow for private sector par-
ticipation in defense waste cleanup.
The Atomic Energy Act only allows for
short term contracting, making it very
difficult for industry to recoup its in-
vestment over the 30-year period nec-
essary for most cleanup operations. In
addition, the existing law is unclear on
important health, safety, labor, and li-
ability issues.

Accordingly, I am introducing legis-
lation which specifically authorizes
DOE to contract with private firms to
provide products and services in con-
nection with defense waste cleanup.
This bill authorizes a limited 5-year
program, which will allow for long-
term defense waste cleanup contracts
of up to 30 years. It will ensure that
private contractors comply with all
relevant environmental, health, and
safety statutes, and will protect labor
interests by requiring the contractor
to comply with existing labor agree-
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ments, including site-stabilization
agreements. This legislation will also
protect the Government’s interests by
requiring a finding of cost-effective-
ness, and by allowing DOE to termi-
nate contracts if the contractor is en-
gaged in unsound practices.

This bill will lower cleanup costs to
the Federal Government. This is espe-
cially true of up-front capital costs,
since they will be borne by the contrac-
tors. The bill will also reduce cleanup
delays resulting from the congressional
appropriations process, and will reduce
continued buildup of defense waste. In
general, it will result in a more effi-
cient allocation of Federal resources.

Building an effective partnership
with the private sector enhances the
ability of DOE to reach the milestones
set in the tri-party agreement and
other compliance agreements. A com-
panion to this bill has already been in-
troduced in the House by Congressman
MORRISON, and that bill has a half-a-
dozen cosponsors representing five DOE
sites. I hope that my colleagues from
States with DOE sites will take a close
look at this legislation, and will join
me as coSponsors.e

By Mr. KERRY:

S. 1031. A bill to establish a Direc-
torate for Behavioral and Social
Sciences within the National Science
Foundation, and for other purposes; to
the Committee on Labor and Human
Resources.

BEHAVIORAL AND SOCIAL SCIENCES

DIRECTORATE ACT
e Mr. KERRY. Mr. President, I rise
today to introduce the Behavioral and
Social Science Directorate Act of 1991.
This legislation would create a sepa-
rate directorate in the National
Science Foundation [NSF] for behav-
ioral and social science research activi-
ties.

I am introducing this bill to help
solve the continuing problem of insuffi-
cient NSF funding for behavioral and
social sciences. In the last decade,
funding for these fields has decreased
by almost 40 percent while NSF fund-
ing as a whole has increased by nearly
30 percent. As a Senator from a State
where academic research—including
behavioral, and social science re-
search—is a particular priority, I am
concerned that behavioral and social
sciences are not being given the sup-
port they should. This legislation does
not require additional funds, but rather
a redistribution of existing resources
by creating a new administrative
structure.

Currently, the NSF houses behav-
ioral and social sciences in the biologi-
cal, behavioral and social science
[BBS] directorate, a bureau that was
created as much for administrative
convenience as for scientific philoso-
phy. The need to create a separate di-
rectorate does not stem from any sci-
entific conflict. The BBS directorate,
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however, has always been headed by a
biologist, so no one from the behav-
ioral and social sciences has ever been
involved at the higher levels of deci-
sionmaking at NSF. It is unrealistic to
expect that a biological scientist would
be the most effective spokesperson for
areas of science outside his or her dis-
cipline. Moreover, the funding patterns
over the past decade point to the fact
that, this arrangement has had a dele-
terious effect on the behavioral and so-
cial sciences. This act will therefore
not only stabilize behavioral and social
science funding, but also provide these
valuable fields with a greater voice in
the leadership of NSF.

Members of the behavioral and social
science research disciplines—psycholo-
gists, economists, sociologists, politi-
cal scientists, linguists, and others—
are virtually unanimous in their agree-
ment that the problem of inequitable
funding is the result of the current ad-
ministrative structure at the NSF.
Their views were heard last November
during public hearings conducted by an
NSF task force on this issue. By con-
trast, the hearings found that, rep-
resentatives of biology organizations
did not have strong feelings about this
situation. Several declined to take a
position, and others stated that they
had no objection to a separate direc-
torate. Following the hearings, the
task force, the majority of which was
comprised of outside experts primarily
from biological disciplines, announced
its intention to recommend the estab-
lishment of a separate directorate for
behavioral and social sciences. Unfor-
tunately, NSF has been slow in pub-
lishing the task forces' report, and has
taken absolutely no steps toward im-
plementing their recommendation.

It should also be noted that in its re-
port for fiscal year 1991, the Senate Ap-
propriations Committee directed NSF
to ‘‘examine recommendations that
NSF create a separate directorate and
increase funding for psychology, behav-
ioral science and social science” and
“‘report to the committee by January
31, 1991." In its report to the commit-
tee, NSF gave background information
on the formation of the existing direc-
torates and on the initial work of the
task force, but again gave little infor-
mation on substantive changes.

Mr. President, the NSF as a whole
has fared well over the past decade, and
the administration has pledged to dou-
ble NSF’'s budget within several years.
This legislation will ensure that the
foundation’s good fortune will be
shared by behavioral and social
sciences, and that research and funding
decisions will be made by those most
familiar with the particular science. I
ask my colleagues to join me in sup-
porting this legislation and ask that
the full text of the bill be printed in
the RECORD.
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There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1031

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Behavioral
and Social Sciences Directorate Act of 1991".
SEC. 2. FINDINGS AND PURPOSE.

(a) FINDINGS.—The Congress finds that—

(1) the contributions of the behavioral and
social sciences to the welfare of the Nation
have been well-documented in reports by the
National Academy of Sciences, in testimony
before the Congress, and through other
means;

(2) in 1968, the Congress recognized the po-
tential of the behavioral and social sciences
to benefit the Nation by providing the Na-
tional Science Foundation explicit authority
to support the social sciences;

(3) Federal funding is essential if the Na-
tion is to realize the potential resulting from
advancements in research in the behavioral
and social sciences;

(4) the programs carried out by the Na-
tional Science Foundation in the social and
behavioral sciences have, since 1975, been ad-
ministered by the Directorate for Biological,
Behavioral and Social Sciences (an adminis-
trative unit of the Foundation), which Direc-
torate has been headed solely by biologists;

(5) financial support provided by the Na-
tional Science Foundation for research has
increased 27 percent in constant dollars since
1980, while financial support provided by the
Foundation for research in the psychological
and social sciences has fallen by 38 percent
in constant dollars during the same period;

(6) Federal financial support for the behav-
foral and social sciences has fallen by ap-
proximately 30 percent in constant dollars
since the late 1970's; and

(7) the public welfare regarding the behav-
foral and social sciences is best served by
providing such sciences a status within the
National Science Foundation equal to the
status provided to disciplines represented in
the Foundation through separate direc-
torates.

(b) PURPOSE.—The purpose of this Act is to
establish a Directorate for Behavioral and
Social Sciences to carry out the functions of
the National Science Foundation that relate
to the behavioral and social sciences.

SEC. 2. ESTABLISHMENT OF A DIRECTORATE FOR
BEHAVIORAL AND SOCIAL SCIENCES
WITHIN NATIONAL SCIENCE FOUN-
DATION.

Section 8 of the National Science Founda-
tion Act of 1950 (42 U.8.C. 1866) is amended to
read as follows:

“SEC. 8. DIRECTORATES AND DIVISIONS WITHIN
THE FOUNDATION.

‘‘(a) DIRECTORATE FOR BEHAVIORAL AND SO-
CIAL SCIENCES.—

“(1) ESTABLISHMENT.—There is established
within the Foundation a Directorate for Be-
havioral and Social Sciences.

*(2) ASSISTANT DIRECTOR.—

*(A) IN GENERAL.—The Directorate for Be-
havioral and Social Sciences shall be headed
by an Assistant Director of the Foundation.

“(B) APPOINTMENT.—The Director of the
Foundation, in consultation with the Board,
shall appoint the Assistant Director, who
shall be an individual with expertise and ex-
perience in the behavioral and social
sciences.

“(C) COMPENSATION.—The Assistant Direc-
tor shall receive basic pay at the rate pro-
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vided for level V of the Executive Sthedule
gnder section 5316 of title 5, United States
ode.

‘(8) FuUNCTION.—The Foundation, acting
through the Assistant Director, shall carry
out the functions specified in section 3 as
such functions relate to the behavioral and
social sciences.

*(b) ADDITIONAL DIRECTORATES.—

“(1) AUTHORITY TO ESTABLISH.—There shall
be established within the Foundation such
directorates, in addition to the directorate
established in subsection (a), and such divi-
slons within the directorates, as the Direc-
tor, in consultation with the Board, may
from time to time determine.

*(2) ASSISTANT DIRECTORS.—

“(A) IN GENERAL.—Each additional direc-
torate established under this subsection
shall be headed by an Assistant Director of
the Foundation, appointed by the Director of
the Foundation, in consultation with the
Board.

‘(B) COMPENSATION.—Each Assistant Di-
rector appointed under subparagraph (A)
shall receive basic pay at the rate provided
for level V of the Executive Schedule under
section 5316 of title 5, United States Code.

“(C) DuTiEs.—Each Assistant Director ap-
pointed under subparagraph (A) shall per-
form duties similar to every other Assistant
Director appointed under the subparagraph.

‘*(¢c) DEFINITION.—As used in this section,
the term ‘behavioral and social sciences’ in-
cludes anthropology, behavioral neuro-
science, demography, economics, geography,
history, linguistics, political sclence, psy-
chology and psychological processes, soci-
ology, and any other disciplines commonly
understood to be within the realm of the be-
havioral and social sciences.”.®

By Mr. DANFORTH (for himself,
Mr. LIEBERMAN, Mr. KASTEN,
Mr. GRASSLEY, Mr. McCAIN, Mr.
JOHNSTON, Mr. BoND, Mr. GARN,
Mr. MACK, Mr. COCHRAN, Mr.
SMITH, Mr. LoTT, Mr. CRAIG,
Mr. McCONNELL, Mr. GORTON,
Mr. SEYMOUR, and Mr.
D’AMATO):

S. 1032. A bill to amend the Internal
Revenue Code of 1986 to stimulate em-
ployment in, and to promote revitaliza-
tion of, economically distressed areas
designated as enterprise zones, by pro-
viding Federal tax relief for employ-
ment and investments, and for other
purposes; to the Committee on Fi-
nance.

ENTERPRISE ZONE JOBS CREATION ACT

Mr. DANFORTH. Mr. President, on
behalf of myself, Senators LIEBERMAN,
KASTEN, GRASSLEY, MCCAIN, JOHNSTON,
BoND, GARN, MACK, COCHRAN, SMITH,
LoTT, CRAIG, MCCONNELL, GORTON, SEY-
MOUR, and D'AMATO, I am introducing
the Enterprise Zone Jobs-Creation Act
of 1991 which will provide the necessary
Federal incentives for an effective na-
tionwide enterprise zone program en-
couraging jobs, opportunity, and entre-
preneurship in America’'s neediest com-
munities.

For the past several years, I have
worked to pass rural enterprise zone
legislation. Rural America is experi-
encing some serious problems. Fami-
lies are losing the land they have
farmed for generations. Those, who
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managed to keep their farms, are often
forced to do so at extreme financial
risk. About one-half of all farmers’ in-
come has come from sources other than
the farm itself. This demonstrates that
fewer farmers can make a living in
their trade alone.

Many small rural towns can no
longer hold out for better times. As tax
revenues diminish, schools, libraries,
and roads suffer, making economic de-
cline even more difficult to reverse.
Rural America's brightest young peo-
ple are leaving their homes because
they see no hope for the future. With
businesses closing, there are fewer jobs
available, yet more and more rural
families need to find work other than
farming. I believe congressional help is
needed to stimulate development and
growth in these areas.

Blight is not limited to rural areas,
many urban areas are also becoming
economic liabilities. Like rural com-
munities, the tax base in these areas
has decreased. The health and welfare
of the citizenry in these areas are seri-
ously threatened. Congressional efforts
are needed to foster growth in these
economically distressed areas.

We need to devise policies that will
provide the tools necessary to encour-
age manufacturing and service indus-
tries to consider locating in these
areas. We need to create opportunities
on many fronts, including new job cre-
ation, capital investment, and im-
proved local services. Enterprise zones
will address these needs. After all, eco-
nomic opportunity is the best founda-
tion for strong communities.

Unlike the programs of the past, our
bill encourages entrepreneurship and
opportunity. Our enterprise zone pro-
posal tries to meet the challenges of
urban poverty through job creation and
economic development by encouraging
a partnership between government—
Federal, State, and local—and private
enterprise. This partnershipse is key to
economic growth and prosperity for
economically depressed communities.

Congress passed enterprise zone legis-
lation in 1987 in the Housing and Com-
munity Development Act. The act es-
tablished 100 enterprise zones with one-
third designated to rural areas. Al-
though the act was a step in the right
direction, it did not provide any tax in-
centives.

The Enterprise Zone Jobs-Creation
Act of 1991 would designate 50 zones,
one-third would be in rural areas. Only
seriously distressed areas would qual-
ify for Federal incentives under this
program. This legislation includes im-
portant Federal tax incentives such as
a refundable tax credit for low-income
employees, no taxation of certain cap-
ital gains realized on tangible enter-
prise zone assets, expensing by individ-
uals of up to $50,000 for purchases of en-
terprise zone stock.

The designation of these zones will be
based on the level of distress as well as
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the nature and extent of State and
local commitment. We want to encour-
age coordinated and supportive efforts
by State and local governments.

New jobs are being created in Mis-
souri as well as other States through
the use of enterprise zones. This is a
promising tool for creating economic
opportunity where it is needed the
most.

Missouri established its enterprise
zone program in 1982. During the past 6
years, 37 zones have been established in
areas with high unemployment. These
zones have attracted more than $682
million in new business investment,
leading to the creation of over 183,500
new jobs.

The Enterprise Zone Jobs-Creation
Act of 1991 would build on this success.
The primary goal of this legislation act
is to stimulate the economy in these
areas by encouraging new business ac-
tivity and job creation and by
targeting Federal assistance, allowing
each community to pursue its own
goals and development program. The
enterprise zone concept is founded on
the belief that local leaders and entre-
preneurs—not Washington bureau-
crats—hold the key to economic recov-
ery. The success of State zone pro-
grams supports this belief. Our bill
would promote recovery by fostering
economic development without intro-
ducing stifling new regulations.

Mr. President, I ask that the text of
the bill and a summary of its provi-
sions be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD as follows:

8. 1032

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Enterprise
Zone Jobs-Creation Act of 1991"".

SEC. 2, PURPOSE,

It is the purpose of this Act to provide for
the establishment of enterprise zones in
order to stimulate entrepreneurship, particu-
larly by zone residents, the creation of new
jobs, particularly for disadvantaged workers
and long-term unemployed individuals, and
to promote revitalization of economically
distressed areas primarily by providing or
encouraging—

(1) tax relief at the Federal, State, and
local levels;

(2) regulatory relief at the Federal, State,
and local levels; and

(3) improved local services and an increase
in the economic stake of enterprise zone
residents in their own community and its de-
velopment, particularly through the in-
creased involvement of private, local, and
neighborhood organizations.

SEC. 3. AMENDMENT OF THE 1986 CODE.

Except as otherwise expressly provided,
whenever an amendment or repeal is ex-
pressed in this Act in terms of an amend-
ment to, or repeal of, a section or other pro-
vision, the reference shall be considered to
be made to a section or other provision of
the Internal Revenue Code of 1986.
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TITLE I—-DESIGNATION OF ENTERPRISE
ZONES

SEC. 101. DESIGNATION OF ZONES.

(a) GENERAL RULE.—Chapter 80 (relating to
general rules) is amended by adding at the
end thereof the following new subchapter;

“Subchapter D—Designation of Enterprise
Zones

‘“‘Sec. 7880. Designation.
“SEC. 7880, DESIGNATION.

‘‘(a) DESIGNATION OF ZONES.—

/(1) DEFINITION.—For purposes of this title,
the term ‘enterprise zone' means any area—

“(A) which is nominated by one or more
local governments and the State or States in
which it is located for designation as an en-
terprise zone (hereinafter in this section re-
ferred to as a ‘nominated area’), and

“(B) which the Secretary of Housing and
Urban Development, after consultation
with—

‘(1) the Secretaries of Agriculture, Com-
merce, Labor, and the Treasury; the Director
of the Office of Management and Budget; and
the Administrator of the Small Business Ad-
ministration, and

“(ii) in the case of an area on an Indian
reservation, the Secretary of the Interior,
designates as an enterprise zone.

“(2) AUTHORITY TO DESIGNATE.—The Sec-
retary of Housing and Urban Development is
authorized to designate enterprise zones in
accordance with the provisions of this sec-
tion.

*(3) LIMITATIONS ON DESIGNATIONS.—

‘“(A) PUBLICATION OF REGULATIONS.—Before
designating any area as an enterprise zone
and not later than 4 months following the
date of the enactment of this section, the
Secretary of Housing and Urban Develop-
ment shall prescribe by regulation, after
consultation with the officials described in
paragraph (1)(B)—

*(1) the procedures for nominating an area,
and

“(i1) the procedures for designation as an
enterprise zone, including a method for com-
paring courses of action under subsection (d)
proposed for nominated areas, and the other
factors specified in subsection (e).

‘“(B) TIME LIMITATIONS.—The Secretary of
Housing and Urban Development shall des-
ignate nominated areas as enterprise zones
only during the 48-month period beginning
on the later of—

(1) the first day of the first month follow-
ing the month in which the effective date of
the regulations described in subparagraph
(A) occurs, or

“(i1) June 30, 1991.

*(C) NUMBER OF DESIGNATIONS.—

‘(1) IN GENERAL.—The Secretary of Housing
and Urban Development may designate—

‘(1) not more than 50 nominated areas as
enterprise zones under this section and

‘(II) not more than 15 nominated areas as
enterprise zones during the first 12-month
period beginning on the date determined
under subparagraph (B), not more than 30 by
the end of the second 12-month period, not
more than 45 by the end of the third 12-
month period, and not more than 50 by the
end of the fourth 12-month period.

“(i1) MINIMUM DESIGNATION IN RURAL
AREAS.—Of the areas designated as enter-
prise zones, at least one-third must be areas
that are—

“(I) within a local government jurisdiction
or jurisdictions with a population of less
than 50,000 (as determined using the most re-
cent census data available);

‘“(II) outside of a metropolitan statistical
area (within the meaning of section
143(k)(2)(B)); or
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“(III) determined by the Secretary of Hous-
ing and Urban Development, after consulta-
tion with the Secretary of Commerce, to be
rural areas.

‘(D) PROCEDURAL RULES.—The Secretary of
Housing and Urban Development shall not
make any designations under this section
unless—

‘(1) the local government and the State in
which the nominated area is located have
the authority to—

*(I) nominate such area for designation as
an enterprise zone,

‘(II) make the State and local commit-
ments under subsection (d), and

‘Y(II1) provide assurances satisfactory to
the Secretary of Housing and Urban Develop-
ment that such commitments will be ful-
filled, and

*(ii) a nomination therefor is submitted by
such State and local governments in such a
manner and in such form, and contains such
information, as the Secretary of Housing and
Urban Development shall prescribe by regu-
lation.

‘(4) NOMINATION PROCESS FOR INDIAN RES-
ERVATIONS.—In the case of a nominated area
on an Indian reservation, the reservation
governing body (as determined by the Sec-
retary of the Interior) shall be deemed to be
both the State and local governments with
respect to such area.

“(b) TIME PERIOD FOR WHICH DESIGNATION
18 IN EFFECT—

“(1) IN GENERAL.—Any designation of an
area as an enterprise zone shall remain in ef-
fect during the period beginning on the date
of the designation and ending on the earliest
of—

“(A) December 31 of the 24th calendar year
following the calendar year in which such
date occurs,

“(B) the termination date specified by the
State and local governments as provided in
the nomination submitted in accordance
with subsection (a)3)(D)(ii),

“(C) such other date as the Secretary of
Housing and Urban Development shall speci-
fy as a condition of designation, or

‘(D) the date upon which the Secretary of
Housing and Urban Development revokes
such designation,

*/(2) REVOCATION OF DESIGNATION.—The Sec-
retary of Housing and Urban Development,
after consultation with the officials de-
scribed in subsection (a)(1)(B), may revoke
the designation of an area If the Secretary of
Housing and Urban Development determines
that the State or a local government in
which the area is located is not complying
substantially with the agreed course of ac-
tion for the area.

“‘(c) AREA AND ELIGIBILITY REQUIREMENTS—

‘(1) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate a
nominated area as an enterprise zone only if
it meets the requirements of paragraphs (2)
and (3).

*(2) AREA REQUIREMENTS.—A nominated
area meets the requirements of this para-
graph if—

“(A) the area is within the jurisdiction of
the local government;

“(B) the boundary of the area is continu-
ous; and

**(C) the area—

(1) has a population, as determined by the
most recent census data available, of not less
than—

(1) 4,000 if any portion of such area (other
than a rural area described in subsection
(a)(3)(C)(i1)) is located within a metropolitan
statistical area (as designated by the Direc-
tor of the Office of Management and Budget)
with a population of 50,000 or more; or
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“(II) 1,000 in any other case; or

“(ii) is entirely within an Indian reserva-
tion (as determined by the Secretary of the
Interior).

*(3) ELIGIBILITY REQUIREMENTS.—For pur-
poses of paragraph (1), a nominated area
meets the requirements of this paragraph if
the State or local governments in which the
nominated area is located certifies, and the
Secretary of Housing and Urban Develop-
ment accepts such certification, that—

“‘(A) the area is one of pervasive poverty,
unemployment and general distress;

‘Y(B) the area is located wholly within the
jurisdiction of a local government that is eli-
gible for Federal assistance under section 119
of the Housing and Community Development
Act of 1974, as in effect on the date of the en-
actment of this Act;

“(C) the unemployment rate for the area,
as determined by the appropriate available
data, was not less than 1.5 times the national
unemployment rate for the period;

‘(D) the poverty rate (as determined by
the most recent census data available) for
each populous census tract (or where not
tracted, the equivalent county division as
defined by the Bureau of the Census for the
purpose of defining poverty areas) within the
area was not less than 20 percent for the pe-
riod to which such data relate; and

‘(E) the area meets at least one of the fol-
lowing criteria:

“{i) Not less than 70 percent of the house-
holds living in the area have incomes below
80 percent of the median income of house-
holds of the local government (determined in
the same manner as under section 119(b)(2) of
the Housing and Community Development
Act of 1974).

“(i1) The population of the area decreased
by 20 percent or more between 1970 and 1980
(as determined from the most recent census
available).

‘(4) ELIGIBILITY REQUIREMENTS FOR RURAL
AREAS.—For purposes of paragraph (1), a
nominated area that is a rural area described
in subsection (a)(3)(C)(ii) meets the require-
ments of paragraph (3) if the State and local
governments in which it is located certify
and the Secretary, after such review of sup-
porting data as he deems appropriate, ac-
cepts such certification, that the area
meets—

“(A) the criteria set forth in subparagraphs
(A) and (B) of paragraph (3); and

‘(B) not less than one of the criteria set
forth in the other subparagraphs of para-
graph (3).

*(d) REQUIRED STATE AND LOCAL COMMIT-
MENTS.—

*(1) IN GENERAL.—No nominated area shall
be designated as an enterprise zone unless
the State and the local government or gov-
ernments of the jurisdictions in which the
nominated area is located agree in writing
that, during any period during which the
nominated area is an enterprise zone, such
governments will follow a specified course of
action designed to reduce the various bur-
dens borne by employers or employees in
such area.

(2) COURSE OF ACTION.—The course of ac-
tion under paragraph (1) may include, but is
not limited to—

‘“(A) the reduction or elimination of tax
rates or fees applying within the enterprise
zone,

“(B) actions to reduce, remove, simplify, or
streamline governmental requirements ap-
plying within the enterprise zone,

“(C) an increase in the level or efficiency
of local services within the enterprise zone,
for example, crime prevention, and drug en-
forcement prevention and treatment,
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‘(D) involvement in the program by pri-
vate entities, organizations, neighborhood
associations, and community groups, par-
ticularly those within the nominated area,
including a commitment from such private
entities to provide jobs and job training for,
and technical, financial or other assistance
to, employers, employees, and residents of
the nominated area,

“(E) mechanisms to increase equity owner-
ship by residents and employees within the
enterprise zone,

*(F) donation (or sale below market value)
of land and buildings to benefit low and mod-
erate income people,

‘(@) linkages to—

*(i) job training,

**(i1) transportation,

“(iii) education,

‘*(iv) day care,

‘‘(v) health care, and

“‘(vi) other social service support,

“(H) provision of supporting public facili-
ties, and infrastructure improvements,

*I) encouragement of local entrepreneur-
ship; and

“(J) other factors determined essential to
support enterprise zone activities and en-
courage livability or quality of life.

*(3) LATER MODIFICATION OF A COURSE OF
ACTION.—The Secretary of Housing and
Urban Development may by regulation pre-
scribe procedures to permit or require a
course of action to be updated or modified
during the time that a designation is in ef-
fect.

‘“(e) PRIORITY OF DESIGNATION.—In choos-
ing nominated areas for designation, the
Secretary of Housing and Urban Develop-
ment shall give preference to the nominated
areas—

‘(1) with respect to which the strongest
and highest quality contributions have been
promised as part of the course of action, tak-
ing into consideration the fiscal ability of
the nominating State and local governments
to provide tax relief,

*(2) with respect to which the nominating
State and local governments have provided
the most effective and enforceable guaran-
tees that the proposed course of action will
actually be carried out during the period of
the enterprise zone designation,

*“(3) with respect to which private entities
have made the most substantial commit-
ments in additional resources and contribu-
tions, including the creation of new or ex-
panded business activities, and

‘“(4) which best exhibit such other factors
determined by the Secretary of Housing and
Urban Development, including relative dis-
tress, as are consistent with the intent of the
enterprise zone program and have the great-
est likelihood of success.

“(f) GEOGRAPHIC DISTRIBUTION.—In making
designations, the Secretary of Housing and
Urban Development will take into consider-
ation a reasonable geographic distribution of
enterprise zones.

*"(g) DEFINITIONS.—For the purposes of this
title—

“(1) GOVERNMENTS.—If more than one gov-
ernment seeks to nominate an area as an en-
terprise zone, any reference to, or require-
ment of, this section shall apply to all such
governments.

*(2) STATE.—The term ‘State’ shall also in-
clude the Commonwealth of Puerto Rico, the
Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Is-
lands, and any other possession of the United
States.

‘"(3) LOCAL GOVERNMENT.—The term ‘local
government' means—
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“(A) any county, city, town, township, par-
ish, village, or other general purpose politi-
cal subdivision of a State,

“(B) any combination of political subdivi-
sions described in subparagraph (A) recog-
nized by the Secretary of Housing and Urban
Development, and

“(C) the District of Columbia.".

“‘(h) CROSS REFERENCES FOR—

(1) definitions, see section 1391,

“(2) treatment of employees in enterprise
zones, see section 1392, and

“(3) treatment of investments in enterprise
zones, see sections 1393 and 1394.”.

(b) CLERICAL AMENDMENT.—The table of
subchapters for chapter 80 is amended by
?dding‘ at the end thereof the following new

tem:

“SUBCHAPTER D. Designation of enterprise
zones.’,
SEC. 102. REPORTING REQUIREMENTS

Not later than the close of the second cal-
endar year after the calendar year in which
the Secretary of Housing and Urban Develop-
ment first designates areas as enterprise
zones, and at the close of each second cal-
endar year thereafter, the Secretary of Hous-
ing and Urban Development shall submit to
the Congress a report on the effects of such
designation in accomplishing the purposes of
this Act.

SEC. 103. INTERACTION WITH OTHER FEDERAL
PROGRAMS.

(a) COORDINATION WITH RELOCATION ASSIST-
ANCE.—The designation of an enterprise zone
under section 7880 of the Internal Revenue
Code of 1986 (as added by this Act) shall not—

(1) constitute approval of a Federal or fed-
erally assisted program or project (within
the meaning of the Uniform Relocation As-
sistance and Real Property Acquisition Poli-
cies Act of 1970 (42 U.S.C. 4601)); or

(2) entitle any person displaced from real
property located in such zone to any rights
or any benefits under such Act.

(b) COORDINATION WITH ENVIRONMENTAL
PoLicy.—Designation of an enterprise zone
under section 7880 of such Code shall not con-
stitute a Federal action for purposes of ap-
plying the procedural requirements of the
National Environmental Policy Act of 1969
(42 U.S.C. 4341) or other provisions of Federal
law relating to the protection of the environ-
ment.

TITLE I—FEDERAL INCOME TAX
INCENTIVES
SEC. 201. DEFINITIONS AND REGULATIONS; EM-
PLOYEE CREDIT; CAPITAL GAIN EX-
CLUSION; STOCK EXPENSING.

(a) GENERAL RULE.—Chapter 1 (relating to
normal tax and surtax rules) is amended by
inserting after subchapter T the following
new subchapter:

“Subchapter U—Enterprise Zones

“Sec. 1391. Definitions and regulatory au-
thority.

“Sec. 1392. Credit for enterprise zone em-
ployees.

“Sec. 1393. Enterprise zone capital gain.

“Sec. 1394. Enterprise zone stock.

“SEC. 1391. DEFINITIONS AND REGULATORY AU-

THORITY.

‘(a) ENTERPRISE ZONE.—

*(1) IN GENERAL.—For purposes of this sub-
chapter, the term ‘enterprise zone’' means
any area which the Secretary of Housing and
Urban Development designates pursuant to
section 7880(a) as a Federal enterprise zone
for purposes of this title.

**(2) TERMINATION OF ENTERPRISE ZONE.—An
area will cease to constitute an enterprise
zone once its designation as such terminates
or is revoked under section 7880(b).
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“(b) ENTERPRISE ZONE BUSINESS.—

(1) IN GENERAL.—For purposes of this sub-
chapter, the term ‘enterprise zone business’
means an activity constituting the active
conduct of a trade or business within an en-
terprise zone, and with respect to which—

“'(A) at least 80 percent of the gross income
in each calendar year is attributable to the
active conduct of a trade or business within
an enterprise zone,

‘“Y(B) less than 10 percent of the property
(as measured by unadjusted basis) con-
stitutes stocks, securities, or property held
for use by customers,

*(C) less than 10 percent of the property
constitutes collectibles (as defined in section
408(m)(2)), unless such collectibles constitute
property held primarily for sale to customers
in the ordinary course of the active trade or
business,

‘(D) substantially all of the property
(whether owned or leased) is located within
an enterprise zone, and

‘“(E) substantially all of the employees
work within an enterprise zone.

*(2) RELATED ACTIVITIES TAKEN INTO AC-
COUNT.—Except as otherwise provided in reg-
ulations, all activities conducted by a tax-
payer and persons related to the taxpayer
shall be treated as one activity for purposes
of paragraph (1).

/(3) SPECIAL RULES.—

“(A) RENTAL REAL PROPERTY.—For pur-
poses of paragraph (1), real property located
within an enterprise zone and held for use by
customers other than related persons shall
be treated as the active conduct of a trade or
business for purposes of paragraph (1)(A) and
as not subject to paragraph (1)(B).

“(B) TERMINATION OF ENTERPRISE ZONE
BUSINESS.—An activity shall cease to be an
enterprise zone business if—

‘(1) the designation of the enterprise zone
in which the activity is conducted termi-
nates or is revoked pursuant to section
7880(b);

“(i1) more than 50 percent (by value) of the
activity's property or services are obtained
from related persons other than enterprise
zone businesses; or

*(iii) more than 50 percent of the activity’s
gross income is attributable to property or
services provided to related persons other
than enterprise zone businesses.

‘*(c) ENTERPRISE ZONE PROPERTY.—

‘(1) INn GENERAL.—For purposes of this sub-
chapter, the term ‘enterprise zone property’
means—

‘“(A) any tangible personal property lo-
cated in an enterprise zone and used by the
taxpayer in an enterprise zone business, and

‘(B) any real property located in an enter-
prise zone and used by the taxpayer in an en-
terprise zone business.

In no event shall any financial property or
intangible interest in property be treated as
constituting enterprise zone property,
whether or not such property is used in the
active conduct of an enterprise zone busi-
ness.

“(2) TERMINATION OF ENTERPRISE ZONE.—
The treatment of property as enterprise zone
property under subparagraph (A) shall not
terminate upon the termination or revoca-
tion of the designation of the enterprise zone
in which the property is located, but instead
shall terminate immediately after the first
sale or exchange of such property occurring
after the expiration or revocation.

“(d) RELATED PERSONS.—For purposes of
this subchapter, a person shall be treated as
related to another person if—

‘(1) the relationship of such persons is de-
scribed in section 267(b) or T07(b)(1), or
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**(2) such persons are engaged in trades or
businesses under common control (within
the meaning of subsections (a) and (b) of sec-
tion 52).

For purposes of paragraph (1), in applying
section 267(b) or 707(b)(1), ‘33 percent’ shall
be substituted for ‘50 percent’.

‘(e) REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out
the purposes of the Enterprise Zone Jobs-
Creation Act of 1991, including—

‘(1) providing that Federal tax relief is un-
available to an activity that does not stimu-
late employment in, or revitalization of, en-
terprise zones,

“(2) providing for appropriate coordination
with other Federal programs that, in com-
bination, might enable activity within enter-
prise zones to be more than 100 percent sub-
gidized by the Federal government, and

*(3) preventing the avoidance of the rules
in this subchapter.

“SEC. 1392. CREDIT FOR ENTERPRISE ZONE EM-
PLOYEES.

“(a) GENERAL RULE.—In the case of a tax-
payer who is an enterprise zone employee,
there shall be allowed as a credit against the
tax imposed by this subtitle for the taxable
year an amount equal to 5 percent of so
much of the qualified wages of the taxpayer
for the taxable year as does not exceed
$10,500.

*/(b) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) ENTERPRISE ZONE EMPLOYEE.—The
term ‘enterprise zone employee' means an in-
dividual—

“(A) performing services during the tax-
able year that are directly related to the
conduct of an enterprise zone business,

“(B) substantially all of the services de-
scribed in paragraph (1)(A) are performed
within an enterprise zone, and

“(C) the employer for whom the services
described in paragraph (1)(A) are performed
is not the Federal government, any State
government or subdivision thereof, or any
local government. ;

‘'(2) WAGES.—The term ‘wages’' has the
meaning given to such term by subsection
(b) of section 3306 (determined without re-
gard to any dollar limitation contained in
such subsection).

‘(3) QUALIFIED WAGES,—The term ‘qualified
wages' means all wages of the taxpayer, to
the extent attributable to services described
in paragraph (1).

‘‘(¢) LIMITATIONS.—

‘(1) PHASE-OUT OF CREDIT.—The amount of
the credit allowable to a taxpayer under sub-
section (a) for any taxable year shall not ex-
ceed the excess (if any) of—

‘*(A) $525, over

‘(B) 10.5 percent of so much of the tax-
payer’s total wages (whether or not con-
stituting qualified wages) as exceeds $20,000.

‘(2) PARTIAL TAXABLE YEAR.—If designa-
tion of an area as an enterprise zone ocecurs,
expires, or is revoked pursuant to section
7880 on a date other than the first or last day
of the taxable year of the taxpayer, or in the
case of a short taxable year, the limitations
specified in subsection (c)(1) shall be ad-
justed on a pro rata basis (based upon the
number of days).

*(d) REDUCTION OF CREDIT TO TAXPAYERS
SUBJECT TO ALTERNATIVE MINIMUM TAX.—
The credit allowed under this section for the
taxable year shall be reduced by the amount
(if any) of tax imposed by section 55 (relating
to the alternative minimum tax) with re-
spect to such taxpayer for such year.
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‘(e) CREDIT TREATED AS SUBPART C CRED-
IT.—For purposes of this title, the credit al-
lowed under subsection (a) shall be treated
as a credit allowed under subpart C of part
IV of subchapter A of this chapter.

“SEC. 1393. ENTERPRISE ZONE CAPITAL GAIN.

‘“(a) GENERAL RULE.—Gross income does
not include the amount of any gain con-
stituting enterprise zone capital gain.

ﬂ"(b) DEFINITION.—For purposes of this sec-
on—

“(1) IN GENERAL.—The term
zone capital gain’ means gain—

“(A) treated as long-term capital gain,

“(B) allocable in accordance with the rules
under subsection (b)(5) of section 338 to the
sale or exchange of enterprise zone property,
and

*(C) property attributable to periods of use
in an enterprise zone business.

“(2) LIMITATIONS.—Enterprise zone capital
gain does not include any gain attributable
to—

“‘(A) the sale or exchange of property not
constituting enterprise zone property with
respect to the taxpayer throughout the pe-
riod of twenty-four full calendar months im-
mediately preceding the sale or exchange,

*(B) any collectibles (as defined in section
408(m)), or

“(C) sales or exchanges to persons con-
trolled by the same interests.

“(c) BAsIS.—Amounts excluded from gross
income pursuant to subsection (a) shall not
be applied in reduction to the basis of any
property held by the taxpayer.

“SEC. 1394. ENTERPRISE ZONE STOCK.

‘(a) GENERAL RULE.—At the election of
any individual, the aggregate amount paid
by such taxpayer during the taxable year for
the purchase of enterprise zone stock on the
original issue of such stock by a qualified is-

‘enterprise

. suer shall be allowed as a deduction.

“(b) LIMITATIONS,.—

‘(1) CEILING.—The maximum amount al-
lowed as a deduction under subsection (a) to
a taxpayer shall not exceed $50,000 for any
taxable year, nor $250,000 during the tax-
payer's lifetime.

‘'(A) EXCESS AMOUNTS.—If the amount oth-
erwise deductible by any person under sub-
section (a) exceeds the limitation under this
paragraph (1)—

(i) the amount of such excess shall be
treated as an amount paid in the next tax-
able year, and

“(1i) the deduction allowed for any taxable
year shall be allocated among the enterprise
zone stock purchased by such person in ac-
cordance with the purchase price per share.

*(2) RELATED PERSON.—

‘'(A) IN GENERAL.—The taxpayer and all in-
dividuals related to the taxpayer shall be
treated as one person for purposes of the lim-
itations described in subsection (b)(1).

‘{B) EXCESS AMOUNTS.—The limitations de-
scribed in subsection (b)(1) shall be allocated
among the taxpayer and related persons in
accordance with their respective purchases
of enterprise zone stock,

“(3) PARTIAL TAXABLE YEAR.—If designa-
tion of an area as an enterprise zone occurs,
expires, or is revoked pursuant to section
7880 on a date other than the first or last day
of the taxable year of the taxpayer, or in the
case of a short taxable year, the limitations
specified in subsection (b)1) shall be ad-
justed on a pro rata basis (based upon the
number of days).

**(c) DISPOSITIONS OF STOCK.—

/(1) GAIN TREATED AS ORDINARY INCOME.—
Except as otherwise provided in regulations,
if a taxpayer disposes of any enterprise zone
stock with respect to which a deduction was
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allowed under subsection (a), the amount re-
alized upon such disposition shall be treated
as ordinary income and recognized notwith-
standing any other provision of this subtitle.

*(2) INTEREST CHARGED IF DISPOSITION WITH-
IN 5 YEARS OF PURCHASE.—

‘'(A) IN GENERAL.—If a taxpayer disposes of
any enterprise zone stock before the end of
the 5-year period beginning on the date such
stock was purchased by the taxpayer, the tax
imposed by this chapter for the taxable year
in which such disposition occurs shall be in-
creased by the amount determined under
subparagraph (B).

‘(B) ADDITIONAL AMOUNT.—For purposes of
subparagraph (A), the additional amount
shall be equal to the amount of interest (de-
termined at the rate applicable under sec-
tion 6621(a)(2)) that would accrue—

‘i) during the period beginning on the
date the stock was purchased by the tax-
payer and ending on the date such stock was
disposed of by the taxpayer,

*(ii) on an amount equal to the aggregate
decrease in tax of the taxpayer resulting
from the deduction allowed under this sub-
section (a) with respect to the stock so dis-
posed of.

“'(d) DISQUALIFICATION,.—

‘(1) ISSUER OR STOCK CEASES TO QUALIFY.—
If a taxpayer elects the deduction under sub-
section (a) with respect to enterprise zone
stock, and either—

‘‘(A) the issuer with respect to which the
election was made ceases to be a qualified is-
suer, or

‘(B) the proceeds from the issuance of the
taxpayer's enterprise zone stock fail or oth-
erwise cease to be invested by the issuer in
enterprise zone property, then, notwith-
standing any provision of this subtitle other
than paragraph (2) to the contrary, the tax-
payer shall recognize as ordinary income the
amount of the deduction allowed under sub-
section (a) with respect to the issuer's enter-
prise zone stock.

*/(2) SPECIAL RULES.—

‘“(A) LIQUIDATION.—Where enterprise zone
property acquired with proceeds from the is-
suance of enterprise zone stock is sold or ex-
changed pursuant to a plan of complete lig-
uidation, the treatment described in para-
graph (1) shall be inapplicable.

‘(B) TERMINATION OF ENTERPRISE ZONE.—
The treatment of an activity as an enter-
prise zone business shall not cease for pur-
poses of paragraph (1) solely by reason of the
termination or revocation of the designation
of the enterprise zone with respect to the ac-
tivity.

*(C) PARTIAL DISQUALIFICATION.—Where
some, but not all, of the property acquired
by the issuer with the proceeds of enterprise
zone stock ceases to constitute enterprise
zone property, the treatment described in
paragraph (1) shall be modified as follows—

“(1) the total amount recognized as ordi-
nary income by all shareholders of the issuer
shall be limited to an amount of deduction
allowed up to the unadjusted basis of prop-
erty ceasing to constitute enterprise zone
property,

“(ii) the amount recognized shall be allo-
cated among enterprise zone stock with re-
spect to which the election in subsection (a)
was made in the reverse order in which such
stock was issued, and

“(iii) the amount recognized shall be ap-
portioned among taxpayers having made the
election in subsection (a) in the ratios in
which the stock described in paragraph
(2)(C)(ii) was purchased.

*Y(3) ADDITIONAL AMOUNT.—If income is rec-
ognized pursuant to paragraph (1) at any
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time before the close of the 5th calendar year
ending after the date the enterprise zone
stock was purchased, the tax imposed by this
chapter with respect to such income shall be
increased by an amount equal to the amount
of interest (determined at the rate applicable
under section 6621(a)(2)) that would accrue—

‘(A) during the period beginning on the
date the stock was purchased by the tax-
payer and ending on the date of the disquali-
fication event described in paragraph (1),

*(B) on an amount equal to the aggregate
decrease in tax of the taxpayer resulting
from the deduction allowed under this sub-
section (a) with respect to the stock so dis-
qualified.

‘“/(e) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) ENTERPRISE ZONE STOCK.—The term
‘enterprise zone stock’ means common stock
issued by a qualified issuer, but only to the
extent that the amount of proceeds of such
issuance are used by such issuer no later
than twelve months followed issuance to ac-
quire and maintain an equal amount of
newly acquired enterprise zone property.

*(2) QUALIFIED ISSUER.—

“(A) IN GENERAL.—The term ‘qualified is-
suer’ means any subchapter C corporation
which—

‘(1) does not have more than one class of
stock,

“(i1) is engaged solely in the conduct of one
or more enterprise zone businesses,

“(iii) does not own or lease more than $5
million of total property (including money),
as measured by the unadjusted basis of the
property, and

“‘(iv) more than 20 percent of the total vot-
ing power and 20 percent of the total value of
the stock of such corporation is owned by in-
dividuals, partnerships, estates or trusts.

“(B) LIMITATION ON TOTAL ISSUANCES.—A
qualified issuer may issue no more than an
aggregate of $6 million of enterprise zone
stock.

“(C) AGGREGATION.—For purposes of apply-
ing the limitations under paragraph (2), the
issuer and all related persons shall be treat-
ed as one person.

*(3) AMOUNT PAID.—For purposes of sub-
gection (a), the amount ‘paid’ by a taxpayer
for any taxable year shall not include the is-
suance of evidences of indebtedness of the
taxpayer (whether or not such indebtedness
is pguaranteed by another person), nor
amounts paid by the taxpayer after the close
of the taxable year.

“(f) ISSUANCES IN EXCHANGE FOR PROP-
ERTY.—If enterprise zone stock is issued in
exchange for property, then notwithstanding
any provision of subchapter C of this chapter
to the contrary—

“(1) the issuance shall be treated for pur-
poses of this subtitle as the sale of the prop-
erty at its then fair market value to the cor-
poration, and a contribution to the corpora-
tion of the proceeds immediately thereafter
in exchange for the enterprise zone stock,
and

%(2) the issuer’s basis for the property shall
be equal to the fair market value of such
property at the time of issuance.

“(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a taxpayer elects the deduc-
tion under subsection (a), the taxpayer's
basis (without regard to this subsection) for
the enterprise zone stock with respect to
such election shall be reduced by the deduc-
tion allowed or allowable.

“'(h) LIMITATIONS ON ASSESSMENT AND COL-
LECTION.—If a taxpayer elects the deduction
under subsection (a) for any taxable year,
then—
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“(1) the period for assessment and collec-
tion of any deficiency attributable to any
part of the deduction shall not expire before
one year following expiration of such period
of the qualified issuer that includes the cir-
cumstances giving rise to the deficiency, and

“(2) such deficlency may be assessed before
expiration of the period described in para-
graph (1) notwithstanding any provisions of
this subtitle to the contrary.

‘(i) CROSS REFERENCE.—

For treatment of the deduction under sub-
section (a) for purposes of the alternative
minimum tax, see section 56.".

(b) TECHNICAL AMENDMENT.—Subsection (a)
of section 1016 (relating to adjustments to
basis) is amended by striking out “and” at
the end of paragraph (23); by striking out the
period at the end of paragraph (24) and in-
serting in lieu thereof **; and"'; and by adding
at the end thereof the following new para-
graph:

‘(25) to the extent provided in section
13%4(g), in the case of stock with respect to
which a deduction was allowed or allowable
under section 1394(a).".

(c) CLERICAL AMENDMENT.—The table of
subchapters for chapter 1 is amended by in-
serting after the item relating to subchapter
T the following new item:

‘““SUBCHAPTER U. Enterprise zones."
SEC. 202. ALTERNATIVE MINIMUM TAX.

(a) CORPORATIONS.—Section 56(g)(4)(B) (re-
lating to adjustments based on adjusted cur-
rent earnings of corporations) is amended by
adding the following new clause at the end
thereof:

*(iii) EXCLUSION OF ENTERPRISE ZONE CAP-
ITAL GAIN.—Clause (i) shall not apply in the
case of any enterprise zone capital gain (as
defined in section 1393(b)), and such gain
shall not be included in income for purposes
of computing alternative minimum taxable
income.".

(b) INDIVIDUALS.—Section 56(b) (relating to
adjustments to the alternative minimum
taxable income of individuals) is amended by
adding the following new paragraph at the
end thereof:

‘*(4) ENTERPRISE ZONE STOCK.—No deduc-
tion shall be allowed for the purchase of en-
terprise zone stock (as defined in section
1394(e))."".

SEC. 203. ADJUSTED GROSS INCOME DEFINED,

Section 62(a) (relating to the definition of
adjusted gross income) is amended by insert-
ing after paragraph (13) the following new
paragraph:

(14) ENTERPRISE ZONE STOCK.—The deduc-
tion allowed by section 1394."".

SEC. 204. EFFECTIVE DATE.

The amendments made by this title shall
apply to taxable years ending after Decem-
ber 31, 1990.

TITLE III—REGULATORY FLEXIBILITY
SEC. 301. DEFINITION OF SMALL ENTITIES IN EN-
TERPRISE ZONE FOR PURPOSES OF
ANALYSIS OF REGULATORY FUNC-
TIONS,

Section 601 of title 5, United States Code,
is amended by—

(1) striking out “‘and™ at the end of para-
graph (5); and

(2) striking out paragraph (6) and inserting
in lieu thereof the following:

‘'(6) the term ‘small entity’ means—

‘“(A) a small business, small organization,
or small governmental jurisdiction defined
in paragraphs (3), (4), and (5) of this section,
respectively; and

‘(B) any qualified enterprise zone business;
any unit of government that nominated an
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area which the Secretary of Housing and
Urban Development designates as an enter-
prise zone (within the meaning of section
7880 of the Internal Revenue Code of 1986)
that has a rule pertaining to the carrying
out of any project, activity, or undertaking
within such zone; and any not-for-profit en-
terprise carrying out a significant portion of
its activities within such a zone; and

‘*(7) the term ‘qualified enterprise zone
business' means any person, corporation, or
other entity—

‘‘(A) which is engaged in the active con-
duct of a trade or business within an enter-
prise zone (within the meaning of section
7880 of the Internal Revenue Code of 1986);
and

*(B) for whom at least 50 percent of its em-
ployees are qualified employees (within the
meaning of section 1392(b)(1) of such Code)."".

SEC. 302. WAIVER OR MODIFICATION OF AGENCY
RULES IN ENTERFPRISE ZONES.

(a) Chapter 6 of title 5, United States Code,
is amended by redesignating sections 611 and
612 as sections 612 and 613, respectively, and
inserting the following new section imme-
diately after section 610:

“§611. Waiver or modification of agency rules
in enterprise zones

“(a) Upon the written request of any gov-
ernment which nominated an area that the
Secretary of Housing and Urban Develop-
ment has designated as an enterprise zone
under section 7880 of the Internal Revenue
Code of 1986, an agency is authorized, in
order to further the job creation, community
development, or economic revitalization ob-
jectives with respect to such zone, to waive
or modify all or part of any rule which it has
authority to promulgate, as such rule per-
tains to the carrying out of projects, activi-
ties, or undertakings within such zone.

**(b) Nothing in this section shall authorize
an agency to waive or modify any rule adopt-
ed to carry out a statute or Executive order
which prohibits, or the purpose of which is to
protect persons against, discrimination on
the basis of race, color, religion, sex, familial
status, national origin, age, or handicap.

‘‘(e) A request under subsection (a) shall
specify the rule or rules to be walved or
modified and the change proposed, and shall
briefly describe why the change would pro-
mote the achievement of the job creation,
community development, or economic revi-
talization objectives of the enterprise zone.
If such a request is made to any agency
other than the Department of Housing and
Urban Development, the requesting govern-
ment shall send a copy of the request to the
Secretary of Housing and Urban Develop-
ment at the time the request is made.

‘“(d) In considering a request, the agency
shall weigh the extent to which the proposed
change is likely to further job creation, com-
munity development, or economic revitaliza-
tion within the enterprise zone against the
effect the change is likely to have on the un-
derlying purposes of applicable statutes in
the geographic area which would be affected
by the change. The agency shall approve the
request whenever it finds, in its discretion,
that the public interest which the proposed
change would serve in furthering such job
creation, community development, or eco-
nomic revitalization outweighs the public in-
terest which continuation of the rule un-
changed would serve. The agency shall not
approve any request to waive or modify a
rule if that waiver or modification would—

‘(1) violate a statutory requirement (in-
cluding any requirements of the Fair Labor
Standards Act of 1938 (52 Stat. 1060; 29 U.S.C.
201 et seq.)); or
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‘(2) be likely to present a significant risk
to the public health, including environ-
mental or occupational health or safety, or
of environmental pollution.

‘‘(e) If a request is disapproved, the agency
shall inform all the requesting governments,
and the Department of Housing and Urban
Development, in writing of the reasons
therefor and shall, to the maximum extent
possible, work with such governments to de-
velop an alternative, consistent with the
standards contained in subsection (d).

‘‘(f) Agencies shall discharge their respon-
sibilities under this section in an expeditions
manner, and shall make a determination on
requests not later than 90 days after their re-
ceipt.

‘“(g) A waiver or modification of a rule
under subsection (a) shall not be considered
to be a rule, rulemaking, or regulation under
chapter 5 of this title. To facilitate reaching
its decision on any requested waiver or modi-
fication, the agency may seek the views of
interested parties and, if the views are to be
sought, determine how they should be ob-
tained and to what extent, if any, they
should be taken into account in considering
the request. The agency shall publish a no-
tice in the Federal Register stating any
waiver or modification of a rule under this
section, the time such waiver or modifica-
tion takes effect and its duration, and the
scope of applicability of such walver or
modification.

“(h) In the event that an agency proposes
to amend a rule for which a waiver or modi-
fication under this section is in effect, the
agency shall not change the waiver or modi-
fication to impose additional requirements
unless it determines, consistent with stand-
ards contained in subsection (d), that such
action is necessary. Such determinations
shall be published with the proposal to
amend such rule.

“(1) No waiver or modification of a rule
under this section shall remain in effect with
respect to an enterprise zone after the enter-
prise zone designation has expired or has
been revoked,

*(}) For purposes of this section, the term
‘rule’ means (1) any rule as defined in section
551(4) of this title or (2) any rulemaking con-
ducted on the record after opportunity for an
agency hearing pursuant to sections 556 and
557 of this title.".

(b) The analysis for chapter 6 of title 5,
United States Code, is amended by redesig-
nating the items relating to sections 611 and
612 as items relating to sections 612 and 613,
respectively, and by inserting after the item
relating to section 610 the following new
item:

*'611. Waliver or modification of agency rules
in enterprise zones."'.

(c) Section 601(2) of such title 5 is amended
by inserting ‘‘(except for purposes of section
611" immediately before ‘*means".

(d) Section 613 of such title 5, as redesig-
nated by subsection (a), is amended—

(1) in subsection (a) by inserting ‘‘(except
ae(élt.ion 611)" immediately after ‘“chapter’;
an

(2) in subsection (b) by inserting ‘‘as de-
fined in section 601(2)" immediately before
the period at the end of the first sentence.
SEC. 308. FEDERAL AGENCY SUPPORT OF ENTER-

PRISE ZONES.

In order to maximize all agencies’ support
of enterprise zones, the Secretary of Housing
and Urban Development is authorized to con-
vene regional and local coordinating coun-
cils of any appropriate agencies to assist
State and local governments to achieve the
objectives agreed to in the course of action
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under section 7880 of the Internal Revenue
Code of 1986.

TITLE IV—-ESTABLISHMENT OF FOREIGN-
TRADE ZONES IN ENTERPRISE ZONES

SEC. 401. FOREIGN-TRADE ZONE PREFERENCES.
(a) PREFERENCE IN ESTABLISHMENT OF FOR-

EIGN-TRADE ZONES IN REVITALIZATION

AREAS.—In processing applications for the

establishment of foreign-trade zones pursu-

ant to an Act ““To provide for the establish-
ment, operation, and maintenance of for-
eign-trade zones in ports of entry of the

United States, to expedite and encourage for-

eign commerce, and for other purposes', ap-

proved June 18, 1934 (48 Stat. 998), the For-

eign-Trade Zone Board shall consider on a

priority basis and expedite, to the maximum

extent possible, the processing of any appli-
cation involving the establishment of a for-
elgn-trade zone within an enterprise zone
designated pursuant to section 7880 of the In-

ternal Revenue Code of 1986.

(b) APPLICATION PROCEDURE.—In processing
applications for the establishment of ports of
entry pursuant to “An Act making appro-
priations for sundry civil expenses of the
Government for the fiscal year ending June
thirtieth, nineteen hundred and fifteen, and
for other purposes"”, approved August 1, 1914
(38 Stat. 609), the Secretary of the Treasury
shall consider on a priority basis and expe-
dite, to the maximum extent possible, the
processing of any application involving the
establishment of a port of entry which is
necessary to permit the establishment of a
foreign-trade zone within an enterprise zone
s0 designated.

(c) APPLICATION EVALUATION.—In evaluat-
ing applications for the establishment of for-
eign-trade zones and ports of entry in con-
nection with enterprise zones so designated,
the Foreign-Trade Zone Board and the Sec-
retary of the Treasury shall approve the ap-
plications, to the maximum extent prac-
ticable, consistent with their respective stat-
utory responsibilities.

TITLE V—-REPEAL OF TITLE VII OF THE
HOUSING AND COMMUNITY DEVELOP-
MENT ACT OF 1987

SEC. 501. REPEAL.

Title VII of the Housing and Community
Development Act of 1987 is hereby repealed.
SECTION-BY-SECTION EXPLANATION AND JUS-

TIFICATION FOR THE ENTERPRISE ZONE JOBS-

CREATION ACT OF 1991

PURPOSE

To provide for the establishment of enter-
prise zones in order to stimulate entrepre-
neurship, create jobs, and promote the revi-
talization of economically distressed areas.

TITLE 1—DESIGNATION OF ENTERPRISE ZONES

Section 101. Designation of Zones

Authorizes the Secretary of Housing and
Urban Development to make zone designa-
tions after consultation with the Secretaries
of Agriculture, Commerce, Labor, Treasury,
and Interior (for zones on Indian reserva-
tions); the Director of OMB; and the SBA Ad-
ministrator.

Requires the publication of regulations
prescribing the procedures for nominating an
area for zone designation and the method by
which the Secretary will apply the pref-
erence factors described below.

Specifies that the Secretary can make des-
ignations only during a prescribed 48-month
period.

Authorizes designation of 50 zones on a
phased basis over a four-year period and
mandates that one-third of the zones must
be in rural areas.
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Provides, that for nominated zones on In-
dian Reservations, the reservation governing
body will be considered to be both the local
and state government with respect to such
areas,

Establishes eligibility criteria as a thresh-
old for consideration. The nominated area
must have:

A continuous boundary;

An unemployment rate of at least 1.5 times
the national unemployment rate;

A poverty rate of at least 20% for each pop-
ulous census tract, and either—

very low incomes in the area; or

a 20% population loss between 1980 and
1990,

(A rural zone needs to meet only one of the
distress criteria.)

In addition, the jurisdiction must have dis-
tress criteria which would have qualified for
the Urban Development Action Grant pro-

Requires that a local and state government
must jointly request zone designation. The
designation request must include a *‘Course
of Action' which is a strategy to show ac-
tions taken and planned to encourage local
entrepreneurs, reduce governmental burdens
in the zone and provide opportunity for local
residents and groups.

Provides that the Secretary shall give pref-
erence to the nominated areas which have:

Promised the strongest and highest quality
cfnt.ribut.ions as part of the Course of Ac-
tion;

Provided the most effective and enforce-
:i)le guarantees for carrying out the propos-

8;

Made the most substantial commitments
of additional resources and contributions by
private entities; and

Which best exhibit such other factors de-
termined by the Secretary to be consistent
with the enterprise zone concept and have
the greatest likelihood of succcess.

Provides that, in making designations, the
Secretary will take into consideration a rea-
sonable geographic distribution of Enter-
prise Zones.

Section 102. Reporting Requirements

Requires the Secretary to report to Con-
gress on the effects of the Enterprise Zone
designations at the end of the second cal-
endar year following the first designations
and annually thereafter.

Section 103. Interaction With Other Federal
Programs

Specifies that Enterprise Zone designation
under this section does not trigger the re-
quirements of the Uniform Relocation As-
sistance and Real Property Acquisition Poli-
cies Act of 1970, the National Environmental
Policy Act of 1969 or other provisions of Fed-
eral law relating to the protection of the en-
vironment.

TITLE II-FEDERAL INCOME TAX INCENTIVES

Section 201. Definitions and Regulations; Em-
ployee Credit, Capital Gain Ezclusion; Stock
Ezxpensing
Amends the Tax Code by amending Chap-

ter 1 of Subtitle A by adding Subchapter U—

Enterprise Zones, which includes:

Sec. 1391. Definitions and Regulatory Au-
thority;

Sec. 1392. Credit for Enterprise Zone em-
ployees;

Sec. 1393. Enterprise zone capital gain; and

Sec. 1394, Enterprise zone stock.

Sec. 1391,

Provides definitions of Enterprise Zone

Business and Enterprise Zone Property and

provides the necessary regulatory authority
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to the Secretary of the Treasury to carry out
the tax related provisions of the Act.

Sec. 1392,

Provides for a refundable tax credit for
low-income employees of up to $525, or 5 per-
cent of the first $10,500 in wages earned by an
employee in an enterprise zone. The credit is
phased out at the rate of 10.5 percent for
wages exceeding $20,000.

Sec. 1393.

Provides that a zero capital gains tax rate
will apply to capital gains realized on the
sale of tangible enterprise zone assets which
are held for two years or more.

Sec. 1394.

Provides for ‘‘expensing’ by individuals of
purchases of Enterprise Zone Stock, limited
to a yearly deduction of $50,000 per individ-
ual, with a $250,00 lifetime cap. The issuer
must be a subchapter C corporation meeting
certain tests including issuing no more than
$5 million of Enterprise Zone Stock.

Section 202. Alternative Minimum Tar

Amends the Alternative Minimum Tax
(AMT) provision for corporations by exclud-
ing enterprise zone capital gain from income
for purposes of computing the AMT, and for
individuals by disallowing a deduction for
enterprise zone capital gain in determining
alternative minimum taxable income.

CONGRESSIONAL RECORD—SENATE

Section 203. Adjusted Gross Income Defined

Amends the provisions defining Adjusted
Gross Income (AGI) to include ‘‘expensing"
of enterprise zone stock as a deduction in
computing AGIL

TITLE III—REGULATORY FLEXIBILITY

Section 301. Definition of Small Entities in En-

terprise Zomes for Purpose of Regulatory

Functions

Expands the application of the term "‘small
entity” in Section 601 of title 5, United
States Code, to include any qualified enter-
prise zone business; any unit of local govern-
ment which nominates an area designated as
an enterprise zone that has a rule pertaining
to the carrying out of any project, activity,
or undertaking within such zone; and any
not-for-profit enterprise carrying out a sig-
nificant portion of its activities within such
a zone.

Section 302. Waiver or Modification of Agency

Rules in Enterprise Zones

Amends Chapter 6 of title 5, United States
Code by adding a new section 610 which au-
thorizes Federal agencies to waive or modify
applications of their rules in enterprise
zones. Outlines the procedures for requesting
waivers, and the limitations which apply.

Section 303. Federal Agency Support of
Enterprise Zones

Authorizes the Secretary of Housing and

Urban Development to convene regional and
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local coordinating councils of Federal agen-
cies to assist State and local governments in
achieving the objectives specified in the
Course of Actlon.

TITLE IV—ESTABLISHMENT OF FOREIGN-TRADE
ZONES IN ENTERPRISE ZONES

Section 401. Foreign-Trade Zone Preferences

Directs the Foreign Trade Zone Board to
consider on a priority basis and expedite the
processing of any application involving the
establishment of a foreign trade zone within
an enterprise zone.

Directs the Foreign Trade Zone Board to
consider on a priority basis and expedite the
processing of any application involving the
establishment of a port of entry which is
necessary to permit the establishment of a
foreign trade zone within an enterprise zone.

Specifies that in evaluating applications
for the establishment of foreign-trade zones
and ports of entry in connection with enter-
prise zones, the Foreign Trade Zone Board
and the Secretary of the Treasury shall give
special consideration to the requests.

TITLE V—REPEAL OF TITLE VII OF THE HOUSING
AND COMMUNITY DEVELOPMENT ACT OF 1987

Section 501. Repeal

Repeals Title VII (Enterprise Zone Devel-
opment) of the Housing and Community De-
velopment. Act of 1987.

ENTERPRISE ZONES COMPARISON OF ROSTENKOWSKI AND ADMINISTRATION PROPOSALS

Rostenkowski

Administration

Scope of program:
Number of zones HUD may
designate.
Effective period of designa-
tions.

One-third of zones must be in rural areas.

Location of areas eligible for
zone designation.

Eligibility criteria will tend to exclude rural areas

P e WAL T TRV e Volume caps on each tax benefit. Allocations of
dollar amounts of tax benefits are made by state/
local officials. JCT estimate of cost is
$1.9,000,000,000 over 5 yr.

Benefits available in zones:
Employer/employee credit ... Small EZ employers get credit equal to 10 percent

of wages paid to, and health ins. paid for, employ-
ees who are EZ residents and earn less than
$30,000. Credit reduces deductible wages. Alloca-
tion of credit to employer for volume cap pur-
poses is on annual basis (though commitments of
future allocations are possible).

Qualified small-issue bonds can be issued for EZ
businesses after 1990 (sunset date for this bond
provision is now December 31, 1990). One-time al-
location of benefit for volume cap purposes. “Spe-
cial preference" in allocating tax-exempt bond
volume cap must be given to facilities located in
EZs.

10 percent rehab credit broadened; can be taken for
any EZ building that is at least 30 yr old (full
basis reduction). One-time allocation of credit to
each building for volume cap purposes.

Useful life of new nonresidential real property in
EZs reduced to 28.5 yr from 31.5 yrs, depreciation
consequently is accelerated. One-time allocation
of tax benefit to each bullding for volume cap
purposes.

Deferral for up to 10 yr of long-term capital gain on
sale of any asset to extent gain in reinvested in
new EZ property; deferral ends if property not
held 5 yr, interest charged on deferral period.
One-time allocation of tax benefit for volume cap
purposes.

Tax-exempt bonds ......cceevennan

Rehab credit

Depreciation

Open-ended, but tax benefits sufficiently limited
that cost estimates can be made. Treasury esti-
mate of cost is $1.9,000,000,000 over 5 yr.

EZ employees earning less than $20,000 get credit of
5 percent of first $10,500 of wages. Credit is re-
fundable and is phased out when employee earns
between $20,000 and $25,000. Employee need not re-
side in EZ to get credit, but must perform serv-
ices in EZ.

No provision.

No provision.

No provision.

Elimination of long-term gain on tangible property
located in an EZ and used by an EZ business for 2
yr; applies only to gain accruing during use of
property in EZ.
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ENTERPRISE ZONES COMPARISON OF ROSTENKOWSKI AND ADMINISTRATION PROPOSALS—Continued

Rostenkowski

Administration

Investment

corporation, provided that the corporation's ac-
tivity involved conducting an active business in
the EZ. One-time allocation of tax benefit for vol-
ume cap purposes. Allocation must be made be-
fore the property (stock or debt) is acquired.

Low-income
credit
sion).

(assuming exten-

housing tax Only EZs can be “‘difficult development’ areas in
which buildings can qualify for a 91 percent
present value credit. Child care facilities may be

Ordinary loss for worthless stock in or debt of EZ Indivs. may deduct up to $50,000 per year, $250,000
per person, cost of “‘EZ stock,” that is stock in an
EZ business that is a C corp. and meets specified
requirements (for example, less than $5,000,000 in
assets, substantially all its activity in EZ). A
corp. can't issue over $5,000,000 of EZ stock and

must * * * property. Stock basis is reduced to ex-
tent deduction is taken, and gain on sale of stock
is ordinary income.

included in qualified basis for credit purposes. No
EZ volume cap reduction as credit has own cap.
“‘Special preference’’ in allocating housing credit

s volume cap must be given to housing projects lo-
cated in EZs.

Cost of employer-provided child care facilities in

EZ buildings can be amortized over 60-mo period.
One-time allocation of tax benefit for volume cap
purposes. Allocation must be made before prop-
erty placed in service.

No provision.

No provision.

e Mr. KASTEN. Mr. President, I am
pleased to join today with my col-

leagues Senators DANFORTH,
LIEBERMAN, GRASSLEY, MCCAIN, JOHN-
STON, BOND, GARN, MACK, COCHRAN,

SmiTH, LoTT, CRAIG, MCCONNELL, GOR-
TON, SEYMOUR, and D’AMATO, in intro-
ducing the Enterprise Zone Jobs-Cre-
ation Act of 1991. It is my hope that
this bill will lead to the swift enact-
ment of enterprise zone legislation,
This bill has the support of President
Bush and Secretary Kemp as well as
Senators from both political parties,
and companion legislation has been in-
troduced in the House by Congressman
RANGEL. I believe we have finally
brought together a political coalition
that will make enterprise zones a re-
ality this year.

I have been a leading proponent of
enterprise zones for many years now.
In fact, my State of Wisconsin has im-
plemented one of the most successful
enterprise zone programs in the coun-
try. Unfortunately, the Wisconsin pro-
gram and many other programs are
limited in their effectiveness by the
lack of Federal enterprise zone tax in-
centives. The Danforth-Lieberman-
Kasten proposal would provide effec-
tive Federal incentives to complement
those already in existence in many
States, it would also encourage those
States that have not enacted enter-
prise zone programs to do so.

This bill, if enacted, will create jobs
and encourage entrepreneurship in
some of this country’s most distressed
urban and rural communities. The leg-
islation will convince businesses to
start and grow in economically dis-
advantaged neighborhoods by providing
incentives to invest in enterprise zone
businesses and to hire and train unem-
ployed and economically disadvantaged
individuals.

Specifically, our bill calls for the des-
ignation of 50 Federal enterprise zones,
one-third to be designated in rural

areas and Indian reservations, by the
Secretary of the Department of Hous-
ing and Urban Development.

The specific tax incentives include
expensive by individuals of purchases
of enterprise zone stock in small com-
panies under $5 million in assets, elimi-
nation of capital gains for the sale of
tangible enterprise zone property
which has been held for at least 2
yvears, and a 5-percent refundable tax
credit for the first $10,500 of wages, up
to $5256 per worker given to qualified
enterprise zone employees.

Enterprise zones are an important
component of the administration’s eco-
nomic empowerment agenda. Only by
creating economic opportunity in the
inner city can we effectively break the
cycle of poverty. The poor want real
jobs, not more Government make work
programs.

It is time to give enterprise zones a
chance. They offer the hope of new jobs
and new opportunities. It is time to
give some tax breaks to those who need
them most—small businesses and dis-
advantaged workers in America’s inner
cities and rural areas.e
e Mr. McCAIN. Mr. President, one of
my highest priorities since I have been
in Congress has been to encourage eco-
nomic growth. My visits to many In-
dian reservations have made me all to
well aware of the unacceptable living
conditions that result from the lack of
economic growth and opportunity.
That is why I have introduced S. 383,
the Indian Economic Development Act,
to address the unique causes of poverty
in Indian country.

Obviously, the need for economic op-
portunity goes beyond the reservation.
I have also visited many urban and
rural areas across our country that are
mired in poverty. These areas need our
attention and help.

That is why I am an original cospon-
sor of Secretary Kemp's antipoverty
initiative, the Enterprise Zone Jobs-

Creation Act of 1991. This bill embodies
an incentive-oriented, free-market ap-
proach to reduce poverty in the most
economically depressed areas of the
United States.

I feel that the free-market approach
will better serve the Nation's poor than
Federal central planning or subsidies.
Federal central planning and subsidies
do not promote economic growth. They
do not provide the means for long-term
economic and social improvement.

The economically depressed areas of
our Nation need the greatest anti-
poverty measure known—capitalism.
The incentives provided by this pack-
age will encourage and reward the en-
trepreneurial behavior needed for eco-
nomic growth.

Enterprise zones will attract venture
capital to the most economically de-
pressed areas for small business start-
ups and expansion of existing busi-
nesses. Reduced effective tax rates will
provide a powerful incentive to work.
This will help the poor leave welfare
for self-sufficiency.

Attracting and promoting business
opportunities are the keys to economic
growth and prosperity. Enterprise
zones will provide the poorest commu-
nities with the economic opportunity
for a prosperous future.

Given the opportunity, I have no
doubt that the poorest Americans can
be successful as entrepreneurs, produc-
tive employees, and tax-paying con-
tributors to their society. We need to
give the poor the opportunity to
change their lives. I feel this legisla-
tion will provide the incentives needed
for economic growth and opportunity.

This legislation will provide oppor-
tunity to 50 competitively designated
enterprise zones through a package of
new tax and regulatory incentives.
Furthermore, this legislation will re-
quire local, State, and the Federal gov-
ernments to work together to craft
unique incentive packages.
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For example, this legislation requires
local and State governments to jointly
request zone designation. This joint re-
quest must include a course of action.
The course of action will outline a
local-Federal strategy which encour-
ages local residents and organizations
to be the sources of economic growth.

Thus, Mr. President, I feel the Enter-
prise Zone Jobs-Creation Act of 1991 de-
serves our support. The combination of
tax incentives, regulatory flexibility,
and local-Federal cooperation can help
the poorest Americans be successful
and prosperous citizens. All they need
is opportunity. This legislation will
provide the opportunity that will help
change the lives of thousands of poor
Americans.e
e Mr. LIEBERMAN. Mr. President, the
history of Federal urban policy and de-
clining urban economies is relatively
brief dating only from the early 1960’s.
In 1961, John F. Kennedy said:

Economic growth has come to resemble the
Washington weather—everyone talks about
it, no one says precisely what to do about it,
and our only satisfaction is that it can't get
any worse.

President Kennedy was correct about
the first two parts of his statement—
everyone does talk about it, and no one
knows precisely what to do about it,
but, Mr. President, the plight of many
of this Nation’s inner cities is indeed
getting much worse. Whether it was
the Model Cities Program in the 1960's
or revenue sharing in the 1970's, urban
development has been a challenge fac-
ing the administration and the Con-
gress for the last 30 years.

Today I am pleased to rise along with
my colleagues, Senators DANFORTH,
KASTEN, and JOHNSTON, to introduce
the Enterprise Zone Jobs-Creation Act
of 1991. This legislation puts forth a
program for economic and urban
growth which, I believe, begins to fa-
cilitate the redevelopment of some of
America’s most distressed urban and
rural communities.

In short, our bill will help convince
businesses to build and grow in poor
neighborhoods. It will create jobs and
stimulate entrepreneurship. And, it
will give people incentives to invest in
such businesses and to hire and train
both unemployed and economically dis-
advantaged individuals.

An enterprise zone is an economi-
cally depressed urban or rural area
that is designated to receive special
treatment by the local, State, and Fed-
eral Government in order to attract
business investment through a series of
incentives. These incentives include a
combination of tax relief and regu-
latory relief.

The idea for using enterprise zones as
a means for urban development is not a
new one, but it is one whose adoption
is long overdue. Two Englishmen of di-
verse political philosophies, Peter Hall
and Sir Geoffrey Howe, first began
working on this idea in the 1970°s. It
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came to fruition in 1980, when an enter-
prise zone program was enacted by
former Prime Minister Margaret
Thatcher.

The first national enterprise zone
legislation in this country was intro-
duced by two former Members of Con-
gress, also of diverse background, Rep-
resentative Jack Kemp, a Republican
from Buffalo, and Representative Bob
Garcia, a Democrat from the South
Bronx. What brought these two men to-
gether was a desire to find a long term
solution to poverty while stimulating
economic development across our Na-
tion.

Ultimately, in 1987, enterprise zone
legislation was passed into law as part
of an omnibus housing bill. In essence,
this bill directed the Secretary of
Housing and Urban Development to
designate 100 enterprise zones across
the country, but it did not provide for
any corresponding Federal tax benefits.
That is precisely what the bill we are
introducing would do—put into place
the tax and regulatory incentives
which are pivotal to the success of en-
terprise zones and the redevelopment
of urban and rural America.

Mr. President, the bill we are intro-
ducing incorporates the best ideas from
many proposals. It takes into account
our present fiscal ability and is strong-
ly supported by President Bush and
Secretary Kemp. Funding for this pro-
posal was included in the President's
budget, and companion legislation,
sponsored by RANGEL, is presently
moving in the House.

Qur bill attempts to bring benefits to
impoverished areas with a minimal
loss of revenue to the Treasury. But, it
is important to look beyond statistics
and consider the positive social impact
that the enterprise zone program can
have on a community by giving its
residents jobs and a new sense of hope
about the future.

The enterprise zone program, in its
very essence, assumes that it is better
for society to direct investment and
employment to areas that have had a
history of low levels of economic activ-
ity rather than to direct investment
and employment only to areas that
have experienced healthy economic
growth.

Furthermore, this legislation recog-
nizes that the economic problems af-
fecting many of our cities and rural re-
gions cannot be solved by massive Fed-
eral handouts. It is clear that we must
form a partnership between govern-
ment and business to develop a strat-
egy that will attack chronic poverty
over the long term. Enterprise zones
are not just a safety net for the poor
and disadvantaged. They are the lad-
ders upon which people and commu-
nities can climb above poverty and
welfare.

Currently, 37 States have begun to do
precisely this by establishing their
local versions of enterprise zones. I am
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proud to say that Connecticut led the
Nation in establishing zones in 1982, of-
fering a wide range of State and local
incentives, as well as administrative
support, to help develop distressed
urban areas.

According to statistics from the Con-
necticut Department of Economic De-
velopment, Connecticut’s 12 zones have
attracted nearly $400 million in new in-
vestment, and created or retained more
than 13,000 jobs, without the benefit of
accompanying Federal incentives. By
providing such Federal incentives, we
can expect to see ever greater invest-
ment and job creation in these regions.

Specially, our bill calls for the des-
ignation of 50 Federal enterprise zones
by the Secretary of the Department of
Housing and Urban Development. Tax
incentives allow:

Zone businesses to take advantage of
a zero capital gains rate for the sale of
any enterprise zone tangible property
that has been held for at least 2 years;

Those who invest in zone businesses
to deduct up to $50,000 for any taxable
yvear, a $250,000 maximum, on the pur-
chase of gualified enterprise zone com-
mon stock; and

A 5-percent refundable tax credit to
qualified enterprise zone employees for
the first $10,500 in wages, up to $525 per
worker.

Mr. President, I am convinced that, if
adopted, this program will bring hope
to areas with little hope; offer jobs to
those stricken by incessant unemploy-
ment; and promote economic growth in
areas that have for too long experi-
enced only economic decline.

Winston Churchill once said that
‘‘some see private enterprise as a pred-
atory target to be shot, others as a cow
to be milked, but few are those who see
it as a sturdy horse pulling the
wagon.”” The most appealing feature of
enterprise zones is their attempt to in-
volve and utilize private enterprise in
doing something substantial on a na-
tional scale about chronic poverty.
Poverty that not only encompasses
whole sections of every one of our
inner cities but also, in too many
areas, spans generations. It is a cloud
over our Nation's future. The unem-
ployed and the poverty stricken,
whether they are in the South Bronx,
Bridgeport, East St. Louis, New Orle-
ans, Minneapolis, or Liberty City are
in need of our help. I believe enterprise
zones can give them help in a long-
term, meaningful way.e

Mr. MACK. Mr. President, as an
original cosponsor of the Enterprise
Zone Jobs-Creation Act of 1991, I would
like to express my strong support for
its introduction today. This legislation
goes right to the heart of the best way
to beat poverty.

One of the primary objectives of any
Federal social program ought to focus
on the creation of incentives for eco-
nomic freedom for its recipients. This
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concept is the basis of the entire enter-
prise zone legislation.

The tax incentives included in this
new legislation will give poor commu-
nities the opportunity to see real eco-
nomic growth. The elimination of cap-
ital gains taxes for tangible property
will mean businesses will blossom in
the zones. This means jobs. And the re-
fundable tax credit for workers means
more purchasing power.

We have witnessed for too long poor
people segregated in pockets of poverty
that offer no opportunity for escape.
The following New York Times edi-
torial highlights the frustration of the
poor who are herded into the same bul-
let-pocked projects.

As the editorial notes, there are
many programs available that assist
the poor. But we need to go beyond
this. Most important, the editorial
states, ‘‘society knows how to capital-
ize on people’s determination, given
half an opportunity, to work, scratch,
and squeeze their way into the main-
stream."” I think the best way for Con-
gress to get started in this direction is
by passing the administration’s enter-
prise zone legislation.

Mr. President, I ask unanimous con-
sent that the editorial be printed in the
RECORD.

There being no objection, the edi-
torial was ordered to be printed in the
RECORD, as follows:

AFTER THE GHETTO

The ghetto, many Americans have come to
believe, is forever. Frightened by crime and
frustrated by seemingly intractable poverty,
they grope for answers and settle for racial
stereotypes: To give “them” welfare is to
pour money down a rat hole . . . “They" are
crime-prone and lazy . . . “They” know only
childish instant gratification like sex and

These rationales proceed from profound ig-
norance, presuming that poor blacks some-
how want the danger and squalor of central
city enclaves. Blacks want to escape the
ghetto. Indeed, thousands are succeeding.

The black movement outward noted by
William Julius Wilson during the T0's contin-
uned in the 80's. Studies of 12 major metro-
politan areas by Kathryn Nelson, an econo-
mist at the Department of Housing and
Urban Development, show that better-off
black families have been streaming out of
the poorest central city areas.

The outmovement leaves behind an ever
more concentrated distillation of misery.
Even so, the lesson is powerfully positive:
the ghetto is not a hopeless, unchanging fact
of urban life. If comfortable citizens can only
come to see how much even the poorest
blacks want to escape, America can start
making the ghetto disappear.

That's why two new books, coincidentally
published within weeks of each other, pos-
sess such a potential punch, Taken together,
they have the power to educate America.

One is “The Promised Land,"” by Nicholas
Lemann, an ambitious analysis of the tidal
changes brought by the northward move-
ment of black sharecroppers from the cotton
fields of the South. The other is ““There Are
No Children Here,” by Alex Kotlowitz, an in-
timately {lluminating look at one such fam-
ily in Chicago.
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As Mr. Lemann's book shows, the useful
word is not *“blacks” but black share-
croppers. They lived for most of a century in
conditions not much different than slavery.
Just as the agricultural underpinning of
their lives disappeared in the rural South, so
did the manufacturing jobs that drew them
to the North. Cotton-picking poverty soon
turned into welfare poverty, in harsh ghettos
of public housing.

Where this historical analysis addresses
the head, Alex Kotlowitz's story informs the
heart. His meticulous portrait of two boys in
a Chicago housing project shows how much
heroism is required to survive, let alone es-
cape.

No less anxiously than Israelis or Saudis
under Scud missile attack, streetwise stu-
dents in the projects slide off their chairs
and huddle under their desks “‘when the pow-
erful sounds of .357T Magnums and sawed-off
shotguns” echo off the school walls.

On a rare trip downtown to see Christmas
windows, Pharaoh, one of the brothers, is
amazed, first off, by the sight of clean win-
dow glass. One day, Pharaoh, then 11, told a
friend: “‘I worry about dying, dying at a
young age, while you're little. . . . I want to
get out of the *‘jects.’”

Pharaoh struggles to succeed in school, in
spelling bees, in Upward Bound. He may yet
find a future and a way out. Meanwhile oth-
ers, no less then he, want a future; want a
way out.

Will power alone hoists few bootstraps, and
more children are born daily into lives short
of either will or hope. But that's no justifica-
tion for Americans to recoil in resignation
and despair. Society knows a hundred ways
to break down the ghetto walls.

after program shows that young
women can be taught to defer childbearing
until they are old enough to manage. Gov-
ernment knows how to give their babies a
fair chance and a Head Start. Law enforce-
ment knows how to search out the .357
Magnums and contain the violence that ter-
rifies neighborhoods.

Most important, society knows how to cap-
italize on people’s determination, given half
an opportunity, to work, scratch and squeeze
their way into the mainstream.

The poor may always be with us, but it is
not inevitable that so many poor black peo-
ple, rooted in the same rural culture, must
be herded into the same bullet-pocked
projects. One day, all black Americans who
want to will disperse themselves into the
general population, just as many are doing
now. One day the ghetto will be gone, and
America's children, black and white, will
look up and ask us: Why? What took so
long?e

Mr. SEYMOUR. Mr. President, I am
proud to rise as an original cosponsor
of the Enterprise Zone-Jobs Creation
Act of 1991 that is being introduced
today by Senators DANFORTH and
LIEBERMAN. I also want to recognize
the President leadership and HUD Sec-
retary Jack Kemp’s hard work and
commitment in putting this very fine
legislative initiative together.

While this legislation is not a pana-
cea to all of the problems facing our
Nation’s inner cities and distressed
communities, it holds out the promise
of providing real and workable solu-
tions to poverty in America. This bill
would direct tax incentives, Federal
regulatory relief and good-old free
market initiative to some of our Na-
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tion’s most economically depressed
areas.

In this country, we tax work, we tax
investment and savings, we tax cre-
ative initiative, and we tax employ-
ment. As a former businessman, I can
assure you, Mr. President, that this is
not a prescription for economic growth
and the creation of new jobs. Rather, it
stalls entrepreneurial spirit, new busi-
ness growth, and free market incen-
tives.

Our bill seeks to reverse this trend in
the most depressed communities in
America, and it is premised on a simple
idea: empowerment. Let's give people a
stake, a reason to believe in their own
communities, and let them once again
take charge of their futures.

We have alraedy witnessed the tre-
mendous successes associated with the
administration’s HOPE housing initia-
tives. This bill is an extension on that
same theme because, for those caught
in the cycle of poverty, it will boost op-
portunities to work, save and invest in
their c